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THE  NORTH  AMERICAN  FREE  TRADE 
AGREEMENT 


WEDNESDAY,  MARCH  24,  1993 

House  of  Representatives, 
Committee  on  Small  Business, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  1  p.m.,  in  room  2154, 
Rayburn  House  Office  Building,  Hon.  John  J.  LaFalce  (chairman  of 
the  committee),  presiding. 

Chairman  LaFalce.  The  Small  Business  Committee  will  come  to 
order. 

This  afternoon,  the  Committee  on  Small  Business  is  pleased  to 
welcome  one  of  America's  most  distinguished  business  leaders,  Mr. 
H.  Ross  Perot,  to  further  explore  the  potential  impact  of  a  North 
American  Free  Trade  Agreement,  or  NAFTA,  on  the  U.S.  economy. 

This  103d  Congress  will  have  to  consider  the  merits  of  a  free 
trade  agreement  with  Mexico  that  was  negotiated  by  the  Bush  ad- 
ministration. During  the  presidential  campaign,  Governor  Clinton 
supported  this  free  trade  agreement  on  the  condition  that  three 
supplementary  side  agreements — strengthening  provisions  for  labor 
standards,  environmental  protection,  and  import  surges — be  negoti- 
ated. We  now  understand  that  a  fourth  factor — the  legal/judicial 
aspects  of  Mexico's  enforcement  process — may  be  included  amongst 
these  conditions. 

Mr.  Perot,  you,  as  one  of  the  three  presidential  candidates,  did 
not  favor  the  agreement  as  negotiated  nor  did  you  favor  it  condi- 
tionally; you  denounced  it.  But  neither  Congress  nor  the  American 
public  has  yet  heard  fully  from  you  the  specific  reasons  for  your 
denouncement.  I  believe  all,  especially  Congress  and  the  American 
public,  would  benefit  from  having  a  full  explanation  of  your  views. 
That  is  why  you  were  invited  to  testify  today. 

The  key  question  before  Congress  is  whether  this  free  trade 
agreement  negotiated  with  Mexico  can  work  and  whether  it  is  a 
good  deal  for  America.  I  surely  commend  the  Clinton  administra- 
tion for  trying  to  further  refine  and  improve  the  work  of  the  previ- 
ous administration;  but  I  fear  that  no  side  deal,  no  additional  moni- 
toring commissions,  can  save  this  agreement. 

We  must  not  lose  sight  of  the  fact  that  NAFTA  is  a  house  that 
was  built  by  Prime  Minister  Mulroney,  President  Bush,  and  Presi- 
dent Salinas.  President  Bush  is  now  gone,  Prime  Minister  Mul- 
roney is  resigning,  and  President  Clinton  is  trying  to  put  some  ad- 
ditions on  that  house.  But  I  fear,  no  matter  how  many  additions, 
no  matter  how  many  coats  of  paint  we  put  on  that  house,  the  foun- 
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dation  will  remain  the  same.  It  is  that  foundation  we  need  to  inves- 
tigate. For  if  the  foundation  is  unsound,  the  whole  house  could 
come  crashing  down  upon  the  American  worker. 

Our  committee  has  held  five  previous  hearings  on  NAFTA  in  an 
attempt  to  ensure  that  Congress  hears  all  sides  of  the  issue.  Other 
congressional  committees  also  have  focused  on  NAFTA,  but  their 
witnesses  for  the  most  part  have  supported  NAFTA.  The  Small 
Business  Committee  has  attempted  to  bring  a  modicum  of  balance 
to  the  review  process. 

In  addition  to  those  from  the  business  and  academic  communities 
who  support  NAFTA,  we  have  also  heard  from  small  business 
owners,  academics,  labor,  and  human  rights  activists  from  both  the 
United  States  and  Mexico  who  have  expressed  grave  concerns. 

Many  issues  have  been  raised  about  NAFTA: 

During  debate  on  extending  fast-track  authority  for  NAFTA  ne- 
gotiations, there  was  concern  that  the  package  might  ultimately  be 
approved  primarily  because  of  the  time  and  effort  already  expend- 
ed in  negotiations. 

There  is  concern  that  congressional  votes  might  be  cast,  not  on 
the  economic  merits,  but  as  a  means  of  ensuring  political  stability 
in  Mexico. 

There  is  fear  that  U.S.  jobs  lost  by  plants  moving  to  Mexico  will 
not  be  replaced  by  newly  created,  comparable  jobs  in  the  same 
communities. 

There  is  consternation  about  the  leader  of  the  democratic  world 
joining  economic  hands  with  a  Government  whose  electoral  process 
is  less  than  free;  and  whose  record  on  labor  and  human-  rights  is 
highly  questionable. 

There  is  skepticism  whether  this  agreement  will  truly  be  an 
avenue  to  enhance  U.S.  competitiveness,  or  whether  it  instead  rep- 
resents an  ill-considered  resort  to  a  "low-wage  option"  for  America 
that  will  neither  improve  the  underlying  conditions  supporting 
competitive  performance  nor  enhance  the  American  worker's 
standard  of  living. 

There  is  unease  that  we  may  be  promoting  an  economic  mar- 
riage too  quickly;  that,  rather  than  go  so  far  so  fast,  we  should  in- 
stead take  the  time  to  develop  prenuptial  conditions  to  ease  into 
this  union  as  the  European  Community  did  with  Spain,  Portugal, 
and  Greece. 

Finally,  there  are  warnings  that  the  United  States  will  encoun- 
ter heavy  long-term  financial  costs  resulting  from  this  union  with 
Mexico.  In  fact,  there  is  considerable  concern  that  we  will  not  even 
see  a  short-term  export  benefit  should  Mexico  devalue  its  peso  once 
NAFTA  becomes  effective,  as  many,  if  not  most,  economists  expect 
them  to  do. 

Mr.  Perot,  during  your  presidential  campaign,  you  sought  to  edu- 
cate the  American  people  on  economic  issues.  You  brought  the 
macro-  and  microeconomic  realities  of  the  U.S.  economy  into  the 
living  rooms  of  Americans  so  that  they  could  understand  the  enor- 
mous economic  perils  that  lie  ahead  for  our  country. 

I  view  today's  hearing  as  a  continuation  of  that  educational  proc- 
ess you  started — educating  both  the  Congress  and  the  public.  As 
one  of  America's  most  prominent  business  leaders,  I  believe  that 
we  perform  a  public  service  by  having  you  appear  before  this  com- 


mittee  today.  Your  undisputed  expertise  in  the  business  world 
makes  your  assessment  of  NAFTA,  and  particularly  its  impact  on 
U.S.  jobs,  an  important  contribution  to  Congress's  analysis  of  the 
agreement.  We  are  very  pleased  to  have  you  here. 

[Chairman  LaFalce's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  I  would  now  call  on  the  ranking  minority 
member  for  her  opening  statement.  I  would  also  point  out,  because 
of  the  tremendous  number  of  participants  from  the  full  committee, 
we  will  dispense  with  the  opening  statements  of  other  members  so 
that  we  can  get  to  Mr.  Perot,  but  that  we  will  put  any  opening 
statements  you  might  have  in  the  record  immediately  following 
Ms.  Meyers'  opening  statement  for  the  minority. 

Mrs.  Meyers.  Thank  you,  Mr.  Chairman,  and  I  will  keep  my 
opening  statement,  in  the  interest  of  time,  to  about  a  minute,  and 
would  ask  unanimous  consent  to  put  a  longer  statement  in  the 
record. 

Mr.  Chairman,  thank  you  for  scheduling  what  promises  to  be  a 
very  lively  hearing  on  a  timely  topic  of  great  interest  to  me  and  to 
all  members  of  the  committee,  the  North  American  Free  Trade 
Agreement. 

I  would  like  to  extend  a  warm  Kansas  welcome  to  you,  Mr. 
Perot,  and  commend  you  for  keeping  your  promise  made  during 
the  presidential  campaign  to  stay  involved  in  the  political  process, 
and  in  the  issues  of  concern  to  America.  We  look  forward  to  your 
testimony  today. 

Certainly  the  future  of  the  North  American  Free  Trade  Agree- 
ment, or  NAFTA,  and  what  such  an  agreement  will  mean  in  terms 
of  jobs,  exports,  labor,  and  environmental  standards  is  an  issue  of 
great  debate  both  here  in  Congress  and  throughout  the  country. 
Mexico  is  a  major  trading  partner  for  the  United  States,  with  ex- 
ports to  that  country  reaching  $33  billion  in  1991.  Indeed,  my  home 
State  of  Kansas  has  found  Mexico  to  be  an  excellent  export  market 
for  its  agricultural  products  and  various  manufactured  goods  and 
equipment. 

However,  as  I  have  expressed  in  previous  hearings  before  this 
committee  and  the  Foreign  Affairs  Committee  on  which  I  also 
serve,  I  have  some  real  reservations  about  this  agreement.  My  con- 
cerns are  tied  to  potential  job  loss  in  the  United  States,  environ- 
mental standards  in  Mexico,  and  the  exploding  population  growth 
in  that  country. 

Mr.  Chairman,  while  I  do  not  doubt  the  sincerity  of  President  Sa- 
linas, former  President  Bush,  and  President  Clinton  in  working  for 
an  agreement  that  enhances  labor  standards  and  enforcement  of 
environmental  laws  in  Mexico,  I  simply  do  not  believe  that  these 
will  be  promises  that  President  Salinas  will  be  able  to  keep. 

When  the  Mexican  population  doubles  in  30  years,  as  it  is  expect- 
ed to  do,  and  accompanying  poverty  drives  more  and  more  people 
to  the  cities,  Mexico  will  not  be  able  to  keep  up  with  the  demand 
for  sanitary  water  and  sewer  systems.  The  United  States  with  all 
its  wealth  could  not  meet  such  a  task  if  our  population  were  to 
double  in  30  years. 

Furthermore,  with  the  supply  of  impoverished  workers  showing 
no  signs  of  slowing  down,  wages  and  labor  standards  are  likely  to 


remain  that  of  any  third  world  or  developing  country,  I  believe,  for 
the  next  one  or  two  generations. 

In  addition,  Mr.  Perot  has  hit  upon  a  facet  to  the  NAFTA  ratifi- 
cation process  which  I  find  most  disturbing,  and  that  is  the  number 
of  former  U.S.  officials  who  have  been  hired  by  the  Mexican  Gov- 
ernment to  lobby  for  NAFTA.  As  he  pointed  out  this  past  weekend, 
many  of  our  top  trade  negotiators  leave  public  service  to  become 
lobbying  agents  for  foreign  governments  or  foreign  business  con- 
cerns. Numerous  former  public  officials  and  U.S.  law  firms  have 
been  retained  by  the  Mexican  Government  to  exert  their  influence 
and  push  for  ratification  of  this  agreement.  This  revolving  door 
simply  cannot  be  in  America's  best  interest,  and  I  hope  we  can  ad- 
dress this  subject  during  the  course  of  this  hearing. 

Mr.  Chairman,  I  do  believe  NAFTA  could  be  beneficial  to  many 
industries  and  companies,  large  and  small.  However,  I  feel  I  must 
look  at  all  facets  of  this  agreement,  and,  unfortunately,  at  this 
point,  I  believe  the  harm  outweighs  the  good.  I  do  plan  to  keep  lis- 
tening, however,  to  those  who  are  testifying  before  Congress  on  the 
agreement  from  both  schools  of  thought,  and  I  hope  we  will  have 
additional  hearings  on  this  topic,  bringing  in  representatives  from 
the  small  business  community  especially,  to  hear  their  point  of 
view. 

Thank  you,  Mr.  Chairman,  and  I  look  forward  to  hearing  from 
Mr.  Perot. 

[Mrs.  Meyers'  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  Thank  you  very  much  for  that  statement 
from  the  minority. 

I  ask  unanimous  consent  that  all  members  be  allowed  to  submit 
opening  statements  at  the  appropriate  point  in  the  record.  Is  there 
objection? 

[No  response.] 

Chairman  LaFalce.  So  ordered. 

[The  Member's  statements  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  Mr.  Perot,  it  is  your  classroom. 

TESTIMONY  OF  H.  ROSS  PEROT,  BUSINESSMAN 

Mr.  Perot.  All  right,  sir,  thank  you. 

The  North  American  Free  Trade  Agreement  must  be  carefully 
evaluated  before  it  is  ratified.  It  must  pass  through  one  filter:  Is  it 
in  the  long-term  interest  of  the  people  of  the  United  States 

Chairman  LaFalce.  Could  you  bring  the  microphone  a  bit  closer 
to  you,  please? 

Mr.  Perot  [continuing].  Is  it  in  the  long-term  interest  of  the 
people  of  the  United  States  to  enter  into  this  agreement? 

Let  us  take  a  quick  look  at  our  financial  situation  as  we  enter 
into  this  agreement. 

We  are  $4  trillion  in  debt. 

We  go  into  debt  an  average  of  $1  trillion  additional  during  each 
4-year  presidential  term. 

President  Clinton  has  projected  that  his  first  term  will  put  us 
into  debt  an  additional  $1  trillion. 

We  go  into  debt  $1  billion  every  working  day. 

Since  the  election,  we  have  added  $145  billion  to  our  debt. 


Our  manufacturing  base  in  this  country  is  declining. 

In  the  1980's,  we  exported  over  2  million  manufacturing  jobs  to 

Asia  alone. 

I  wish  that  every  Member  of  Congress  could  drive  the  first  40 
miles  from  Hong  Kong  into  China.  When  you  do,  you  will  be  look- 
ing at  tomorrow.  As  a  matter  of  fact,  I  have  tried  to  translate  that 
wish  into  reality.  I  have  called  the  networks  and  asked  them  to  run 
shows  so  that  you  can  sit  at  home  and  see  what  the  first  40  miles 
looks  like.  I  think  you  will  come  home  saying  we  may  be  yesterday, 
and  tomorrow  may  be  somewhere  else.  If  we  let  that  happen,  we 
are  not  serving  our  country. 

The  factory  workers  who  lost  their  jobs  in  the  1980s  were 
making  $440  a  week.  These  people  now  make  $270  a  week— if  they 
have  a  job. 

The  standard  of  living  has  gone  down  for  four  out  of  five  Ameri- 
can families  during  the  1980's. 

In  1950,  our  workers  made  15  times  as  much  as  the  Japanese  and 
4  times  as  much  as  the  Germans.  Both  Nations  are  ahead  of  us 

today. 

The  net  result  is  that  a  dollar  in  1950  was  worth  a  dollar.  Today, 
because  of  the  mismanagement  of  our  country,  it  is  worth  18  cents. 
So,  not  only  are  our  people  making  less,  but  the  dollars  they  finally 
get  after  they  pay  all  the  local,  county,  State,  and  Federal  taxes 
are  worth  a  whole  lot  less  than  they  used  to  be. 

The  businesses  in  our  country  carry  a  unique  number  of  econom- 
ic burdens.  It  is  hard  to  do  business  in  the  U.S.A.  It  is  easy  to  do 
business  in  many  other  places  around  the  world. 

In  addition  to  the  burden  placed  on  business  by  all  levels  of  Gov- 
ernment, our  wage  scales  for  our  manufacturing  workers  are  10 
times  what  they  are  in  Mexico.  Our  minimum  wage  here  is  $4.25. 
The  Mexican  minimum  wage  is  58  cents.  We  want  to  maintain 
these  standards  of  living.  With  our  debt,  the  only  way  we  will  ever 
pay  it  off  is  to  not  only  maintain  them,  but  to  improve  them  and 
put  everybody  to  work,  to  have  a  growing,  expanding  tax  base. 
Now,  we  have  a  shrinking  tax  base. 

In  our  country,  the  most  expensive  single  item  in  making  a  car  is 
health  care  insurance.  I  will  be  talking  about  the  number  of  car 
plants  in  Mexico  in  a  few  minutes,  and  just  remember,  that  is  not 
a  problem  down  there.  Certainly  our  people  should  have  health  in- 
surance. But  if  we  are  into  trade  agreements  where  you  move 
across  the  border,  can  hire  a  fellow  for  58  cents  an  hour,  and  he  is 
70  percent  as  productive  as  the  people  up  in  Detroit,  it  is  kind  of  a 
one-sided  deal  for  anybody  who  understands  business. 

Our  companies  spend  a  great  deal  on  retirement,  which  we  want 
to  keep;  workers'  compensation,  a  good  thing;  life  insurance;  and 
many  other  benefits.  Other  Nations  around  the  world  do  not  have 
these,  do  not  even  think  about  them,  and  we  do  have  products 
coming  into  our  country  created  by  prison  labor,  which  is  a  nice 
way  of  saying  slave  labor.  Now,  how  can  American  industry  com- 
pete with  that? 

The  net  result  is  our  number  of  manufacturing  workers,  the 
highest  paid  workers  in  our  country,  is  declining.  We  now  have 
more  people  working  in  Government,  at  the  local,  county,  State, 
and  Federal  level,  than  we  do  working  in  manufacturing  plants. 


That  is  a  bad  trend.  If  we  could  export  some  of  those  jobs  down 
there  for  58  cents  an  hour,  that  might  be  worth  doing,  but  that  is 
another  subject. 

The  top  growth  industry  in  the  1980's  in  this  great  country 
which  we  look  on  as  the  leader  of  the  world  and  a  beacon  to  the 
rest  of  the  world  are  janitor/cleaner,  food  preparation  worker,  and 
cashier — all  honest  work,  all  minimum  wage  work,  and  none 
paying  enough  to  support  a  family. 

We  have  a  pattern  in  our  trade  agreements.  They  are  one-sided. 
Everyone  else  against  us.  I  have  my  own  theories  about  why,  and 
we  can  talk  about  that  later.  First,  we  do  not  know  how  to  trade 
anymore.  We  go  into  Sears  Roebuck,  the  hammer  is  marked  $1.95. 
We  pay  $1.95  or  leave.  The  rest  of  the  world  knows  how  to  negoti- 
ate. They  out-negotiate  us  to  a  fair-thee-well.  We  should  not  be 
upset  at  them.  We  should  get  people  in  who  know  how  to  negotiate. 

When  we  finish  these  negotiations,  our  Nation  and  our  people 
are  placed  at  a  distinct  disadvantage.  We  have  lost  entire  indus- 
tries overseas  as  a  byproduct  of  these  agreements.  Companies, 
cities,  and  regions  of  the  country  have  been  damaged  as  a  result  of 
these  changes. 

We  cannot  pay  our  bills,  balance  the  budget,  pay  down  our  debt 
if  our  worker  income  base  is  deteriorating.  We  must  have  a  dynam- 
ic income  base  which  will  give  us  a  growing,  dynamic  tax  base.  In- 
stead, at  this  critical  time,  it  is  going  the  wrong  way  because  of  two 
reasons:  Poorly  conceived  trade  agreements;  and,  this  is  very  im- 
portant, an  adversarial  relationship  between  Government  and  busi- 
ness in  our  country. 

Our  successful  competitors  have  an  intelligent,  supportive  rela- 
tionship between  Government  and  business.  Their  trade  agree- 
ments are  shrewdly  calculated  to  benefit  their  countries  and  their 

people. 

Perhaps  the  core  question  is,  "How  can  a  company  in  the  United 
States,  with  all  of  the  burdens,  requirements,  and  mandates  placed 
on  it,  compete  with  50-cents-an-hour  labor  a  few  hundred  miles 
away?"  Or,  if  you  just  want  to  make  money,  why  would  you  even 
try?  If  you  want  to  make  more  money,  you  are  headed  south,  folks, 
if  that  is  your  only  mission  in  life. 

The  capitalist's  or  the  investor's  view  of  this  agreement  can  best 
be  summed  up  by  a  prospectus  of  an  organization  called  Amerimex, 
A-M-E-R-I-M-E-X.  I  have  a  copy  if  you  want  it.  It  was  created  by 
Nafinas,  Mexico's  largest  state-owned  development  bank  and  the 
Warwick  Group  of  New  York.  Now,  this  is  what  I  will  call  old-fash- 
ioned, seventeenth-century,  robber  baron  capitalism  at  its  best.  But 
it  just  sums  up  why  would  the  leading  bank  in  Mexico  be  a  party 
to  this  if  this  was  not  part  of  the  plan  until  it  got  public,  and  then 
they  pulled  it  back? 

They  plan  to  buy  U.S.  companies  that  are  labor-intensive  and 
marginally  profitable.  A  lot  of  workers  making  a  little  money,  not 
making  a  lot  of  money,  publicly  traded  by  the  company  chief.  Stock 
could  be  purchased  cheap.  Then  the  company's  manufacturing  op- 
erations—this is  right  out  of  the  prospectus— would  then  be  relo- 
cated to  Mexico  to  take  advantage  of  reduced  labor  costs. 

To  quote  directly  from  the  prospectus:  "We  estimate  that  manu- 
facturing companies  which  experience  fully  loaded  gross  labor  costs 


in  the  $7  to  $10  an  hour  range  in  the  United  States  may  be  able  to 
utilize  labor  in  Mexico  at  a  fully  loaded  gross  labor  cost  of  $1.15  to 
$1.50  an  hour.  This  could  translate  into  annual  savings  of  $10,000 
to  $17,000  per  employee,  creating  a  dramatic  increase  in  profitabil- 

ity." 

The  stock  which  had  been  originally  purchased  at  a  low  price 
could  then  be  sold  at  a  dramatically  higher  price  as  a  result  of 
moving  the  labor  to  Mexico. 

Here  are  the  characteristics  of  the  companies  they  are  looking 
for:  Low-  to  mid-range  technology  manufacturing;  moderate  to  good 
growth;  sales  in  the  range  of  $10  to  $100  million;  excellent  manage- 
ment; proven  products;  and  a  labor  component  of  20  to  30  percent 
of  the  cost  of  goods  sold. 

Well,  we  did  a  study.  How  many  companies  in  the  United  States 
meet  this  criteria?  The  number  of  companies  meeting  this  criteria 
employ  8.6  million  workers  and  5.8  million  of  those  workers  are 
production  workers.  That  is  the  work  that  under  this  plan  would 
head  south. 

The  next  question  you  might  logically  ask,  as  a  business  person, 
is  how  soon  could  we  turn  this  around  and  sell  these  companies  at 
a  big  profit? 

Right  out  of  the  prospectus,  "It  is  anticipated  that  most  invest- 
ments will  be  limited  from  3  to  8  years,  but  some  investments  may 
be  realized  early  or  later." 

To  me,  this  prospectus,  which  has  now  been  withdrawn  because 
it  became  so  controversial  and  so  clearly  summarizes  the  impact  of 
NAFTA  on  our  country,  is  the  most  succinct  summary  one  could 
make  of  the  adverse  impact  of  NAFTA  on  the  U.S.  workers  and  the 
U.S.  tax  base. 

I  think  that  just  sums  it  up  in  terms  of  people  who  understand 
business  of  how  the  whole  system  works.  There  is  nothing  in  there 
for  us,  by  the  way,  except  a  reliving  of  the  junk  bond  era  of  the 
1980's.  You  could  call  this  the  MBO,  the  Mexican  buyout,  or  you 
could  call  it  whatever  you  might  want,  but  it  will  make  a  few 
people  rich  and  put  millions  of  people  out  of  work  if  we  go  down 
this  track,  and  destroy  our  tax  base. 

Both  Mexico  and  the  U.S.  companies  are  waging  a  huge  lobbying 
effort.  An  article  in  the  New  York  Times,  August  13,  1992,  sums  it 
up.  As  unbelievable  as  it  seems,  people  who  had  key  positions  in 
the  1992  presidential  campaigns  were  retained  and  were  paid  as 
foreign  lobbyists  while  they  were  trying  to  get  the  next  President 
of  the  United  States  elected.  There  is  something  wrong  there.  Be- 
lieve me,  the  American  people  hate  it.  They  do  not  dislike  it.  They 
hate  it. 

We  have  a  former  chief  U.S.  trade  negotiator  who  has  been  re- 
tained by  the  Mexican  Government  and  being  paid  several  hundred 
thousand  dollars  a  year  for  his  services.  If  you  read  the  paper 
today,  we  are  hiring  new  people  on  the  trade  negotiating  team 
who,  until  they  walk  in  the  door,  are  being  paid  by  Mexico  as  a 
Mexican  lobbyist. 

To  quote  the  New  York  Times,  "The  Salinas  administration  and 
its  many  lobbyists  in  Washington  have  fashioned  what  appears 
likely  to  be  one  of  the  most  elaborate  efforts  at  political  persuasion 
ever  undertaken  in  America  by  a  foreign  country." 
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A  Mexican  official  said,  and  this  is  a  quote,  "We  are  going  to  be 
launching  a  strategy  of  being  in  almost  the  entire  United  States, 
meeting  with  the  editorial  boards  of  local  newspapers,  meeting 
with  business  chambers,  and  talking  with  other  people.  The  inten- 
sity of  our  campaign  will  be  much  greater  than  it  was  with  the  fast 
track." 

Well,  whatever  they  are  doing  is  working,  because  they  have 
built  the  imagery  of  something  that  a  few  people  are  excited  about. 
Overwhelmingly,  the  American  people  are  not.  I  have  the  polls  to 
prove  it  if  you  are  interested. 

Northern  Mexico  is  rapidly  becoming  the  new  American  indus- 
trial belt.  That  is  an  interesting  place  to  have  it.  Nearly  600,000 
jobs  have  been  located  in  Mexico  that  in  the  past  might  have  been 
kept  in  the  United  States. 

The  Mexican  worker  can  match  the  skills  of  70  percent  of  the 
labor  force  in  the  United  States.  The  only  difference  is  he  works 
for  a  fraction  of  the  cost. 

To  maintain  the  low  wages  that  draw  American  companies  to 
Mexico,  the  Mexicans  have  gotten  commitments  from  business  and 
union  leaders  to  limit  raises.  The  chairman  of  Zenith  said  it  could 
be  years  before  the  gap  with  American  wages  narrows  significant- 
ly. 

The  U.S.  automobile  makers  have  64  plants  in  Mexico.  If  you 

want  to  understand  why  Detroit  and  all  that  area — if  you  saw  the 
movie  on  Flint  and  what  have  you — if  you  want  to  understand  just 
the  collapse  of  that  whole  area,  you  go  down  on  the  border  and  you 
can  see  the  other  side  of  it.  We  are  going  to  talk  in  detail  what  life 
is  like  on  the  other  side  of  the  border. 

Here  is  a  U.S.  automobile  engine  plant's  employees: 

There  are  100  who  are  licensed  engineers,  Mexican  engineers, 
earning  $1,400  a  month  on  the  average.  In  contrast,  the  U.S.  engi- 
neer just  out  of  college  commands  $25,000  to  $30,000  a  year  as  a 
starting  salary.  By  comparison,  a  Mexican  graduate  engineer  ex- 
pects to  earn  only  $400  a  month,  or  $4,800,  on  graduation. 

The  production  workers  are  high  school  or  technical  school  grad- 
uates, hired  for  the  assembly  line  at  $1.55  an  hour.  Their  counter- 
parts in  the  United  States  are  paid  $16.00  an  hour. 

Workers  at  U.S.  assembly  plants  in  Juarez  get  paid  58  cents  an 
hour,  Mexico's  minimum  wage,  and  there  are  a  whole  lot  of  folks 
down  there  who  are  making  58  cents. 

Mexican  workers'  salaries  fell  65  percent  in  real  terms  during 
the  1980's  because  of  inflation. 

To  give  you  a  sense  of  the  atmosphere  down  there,  in  one  strike, 
concluded  in  1990,  this  is  with  a  European  car  company,  dozens  of 
workers  were  shot  and  injured  by  State  police  controlling  the 
strike.  The  plant  was  shut  down.  Two  thousand  workers  were  fired. 
Those  who  remained  had  a  45-percent  pay  cut,  from  $2.64  to  $1.45 
an  hour.  A  whole  different  set  of  standards  in  terms  of  people's 
rights. 

In  another  European  car  company  plant,  14,200  plant  workers 
were  fired  and  the  union  was  dissolved.  Former  union  leaders 
signed  a  new  contract  without  even  consulting  the  workers  who 
they  were  supposed  to  represent. 
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Mexican  automobile  assembly  line  workers  in  Mexico  make 
about  9  percent  of  their  counterparts  in  America.  Their  daily  wage 
is  $11.60.  This  will  not  cover  food  and  housing  cost  for  a  family  of 
five,  which  is  estimated  to  be  $15.00  a  day.  Their  products,  their 
cars,  are  shipped  to  the  United  States,  and  they  compete  with  U.S.- 
made  cars.  They  cannot  because  of  these  cost  differentials. 

Mexican  workers  are  in  even  worse  trouble  if  they  are  injured  on 
the  job.  The  law  limits  workers'  compensation  to  $10,127.  Death 
benefits  are  capped  at  $6,720.  In  one  situation,  the  life  insurance 
policy  paid  $650  and  a  $23-a-month  pension. 

Four  employees  of  a  marine  outboard  plant  were  fired  because 
they  circulated  a  petition  asking  for  decent  working  conditions.  All 
four  had  worked  for  this  company  for  10  years.  Now,  these  are  out- 
board engines  hanging  on  the  back  of  our  boats.  All  four  had 
worked  for  10  years  and  were  still  making  58  cents  an  hour,  the 
minimum  wage. 

Blue  collar  jobs  in  Mexico  pay  only  3.4  percent  more  now  than 
they  did  4  years  ago,  but  inflation  increased  12  percent  in  just  the 
past  year. 

Safety  standards  for  the  workers  are  minimal.  One  example  is  a 
worker  working  for  a  major  U.S.  company — its  name  is  a  house- 
hold word — who  suffers  from  skin  lesions  over  most  of  her  body. 
When  she  takes  time  off,  the  sores  disappear.  She  is  unable  to  get 
anybody  to  address  the  conditions  under  which  she  works.  When 
she  takes  time  off,  her  sick  pay  is  $2.26  a  day.  She  cannot  feed  her 
children.  She  has  to  go  back  to  work. 

Many  Mexican  workers  with  U.S.  companies  cannot  qualify  for 
Government  housing  credits  and  instead  scavenge — now  these  are 
the  factory  workers — they  scavenge  cardboard  and  trash  to  build 
their  homes.  In  order  to  buy  a  low-income  house,  a  minimum  wage 
earner  would  need  to  work  200  years. 

We  have  heard  a  great  deal  of  talk  about  creating  new  jobs  in 
the  United  States  such  as  building  factories  and  selling  machines 
to  Mexico.  Everybody  rationalizes  this,  saying,  well,  we  are  going  to 
help  them  build  their  factories  and  sell  them  machinery.  As  a  busi- 
nessman, I  love  that  one.  If  we  built  the  factory  in  Kansas,  we 
would  have  to  build  a  factory  and  sell  the  machinery,  right?  That 
is  a  constant. 

Now  then,  as  a  businessman,  if  someone  said,  OK,  Perot,  you  can 
either  build  a  factory  and  sell  the  machinery,  or  you  can  have  the 
factory.  I  would  reply,  give  me  the  factory.  They  would  say,  why? 
The  factory  will  operate  probably  for  40  years.  One  is  a  long-term 
business  opportunity.  The  other  is  a  bubble.  You  build  the  factory. 
You  are  out  of  work  unless  there  is  another  one.  You  ship  the  ma- 
chinery, you  are  out  of  work. 

Now,  shipping  machine  tools  is  the  biggest  joke.  It  is  just  fasci- 
nating when  our  people  do  not  understand  about  where  our  coun- 
try is.  Go  to  any  modern  automobile  plant  and  look  at  the  names 
on  those  big  machines,  and  you  do  not  have  to  wonder  what  coun- 
try they  came  from.  They  all  came  from  Japan.  The  big  stamping 
machines,  all  the  things  that  used  to  be  made  here,  all  those  indus- 
tries are  gone. 

What  about  integrated  circuits?  Yes;  they  dismantled  our  indus- 
try. They  dismantled  the  equipment  industry  that  made  the  equip- 
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ment  to  make  integrated  circuits,  and  the  list  goes  on,  and  on,  and 
on. 

You  do  not  want  the  one-timer  bubble  job.  You  want  the  job  in 
the  factory  that  will  last  for  decades,  that  will  produce  a  tax  base 
for  our  country  also.  The  bubble  jobs  will  not. 

The  NAFTA  Agreement  was  created  before  President  Clinton 
took  office.  Our  new  President  and  his  chief  trade  negotiator,  Mr. 
Kantor's,  challenge  is  to  finalize  this  agreement  that  was  presented 
to  them  when  they  took  office.  I  think  it  is  really  important  to  say 
these  guys  did  not  create  this.  This  thing  was  ready  to  be  shipped 
out.  If  this  was  a  Domino's  Pizza,  it  was  in  the  insulated  bag,  ready 
to  be  put  in  the  car  when  they  came  in.  Their  job  is  whether  you 
slice  it,  dice  it,  or  what  do  you  do  with  it,  or  cook  another  one. 

As  I  understand  it,  Congress  cannot  make  changes  to  this  agree- 
ment and  will  have  an  up  or  down  ratification  vote.  I  am  confident 
that  the  President  and  Mr.  Kantor  will  work  to  assure  that  the 
agreement  is  fair  and  that  the  interest  of  the  American  people  are 
protected.  When  they  do  that,  this  will  be  a  major  shift  from  our 
pattern  in  the  past  that  has  resulted  in  significant  damage  to  our 
country  and  very  significant  damage  to  our  people  as  we  negotiate 
it  on  trade  agreements. 

The  core  question  is  how  do  we  work  this  problem  out.  Obvious- 
ly, we  cannot  implode  our  job  base  and  tax  base  at  this  critical 
moment.  We  have  two  choices  as  I  see  it.  We  can  either  delay  the 
NAFTA  agreement  or  ratify  it,  and  try  to  work  out  these  problems 
with  what  we  refer  to  as  supplemental  agreements. 

Now  let  us  go  back — just  business  person  to  business  person.  My 
dream  is  that  you  and  I  would  be  about  to  enter  into  a  contract 
where  I  held  all  the  aces.  You  said,  well,  Ross,  we  will  go  ahead 
and  make  the  deal,  and  later  we  will  work  it  out.  What  is  my  in- 
centive to  give  up  the  aces?  I  have  a  signed  contract,  right?  That 
would  be  Business  101.  Do  not  ever  make  the  deal  until  you  are 
satisfied  with  the  terms.  This  kind  of  thinking  has  put  us  where  we 
are  on  our  international  trade  agreements.  So,  we  have  those  two 
choices.  We  lose  all  leverage  once  we  ratify  this  agreement. 

In  all  probability — now  this  is  interesting — all  this  agreement 
has  done  and  will  do  is  create  stress  between  our  two  countries 
over  time.  That  is  not  our  objective.  We  want  a  close  relationship, 
not  stress,  with  Mexico,  our  neighbor.  I  have  had  other  major  busi- 
ness competitors  say  to  me,  why  do  you  send  boys  to  negotiate  with 
us?  I  said,  what  do  you  mean?  They  said,  we  staked  out  an  extreme 
position;  we  thought  they  would  stake  out  an  extreme  position.  We 
had  our  best  people  in  the  industry  put  our  plan  together.  Your 
people  knew  nothing  about  the  industry  we  were  negotiating  on. 
Believe  it  or  not,  they  bought  our  extreme  position.  Now,  this  coun- 
try was  mature  enough  to  understand  that  over  time  that  would 
just  produce  stress  between  our  countries,  and  it  has. 

As  we  work  with  Mexico,  we  need  to  keep  in  mind  that  Mexico  is 
our  friend.  President  Salinas  has  done  a  brilliant  job  in  rebuilding 
the  country.  We  want  to  continue  to  work  closely  with  Mexico,  and 
nothing  I  say  here  today,  I  hope,  will  be  taken  in  any  other  context 
except  in  terms  of  how  do  you  resolve  this. 
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There  are  some  things  I  think  we  need  to  be  sensitive  to.  We 
must  not  impact  Mexico's  sovereignty,  and  we  are  not  too  sensitive 
about  that. 

For  example,  one  proposal  would  be  for  us  to  monitor  Mexico's 
elections.  How  would  we  react  if  Mexico  said  fine,  make  it  a  two- 
way  street.  I  get  to  monitor  yours.  Everybody  up  here  would  go 
through  the  roof.  Well,  our  elections  are  not  run  by  Boy  Scouts  and 
Girl  Scouts  either.  The  facts  are  Mexico  wants  to  be  treated  as  an 
equal  partner.  We  never  ask  a  country  in  Europe  for  that.  Mexico 
says,  are  we  different?  Are  we  substandard  in  some  way,  et  cetera, 
et  cetera?  We  are  trying  to  build  friendship  here. 

They  pointed  out  accurately  that  we  subject  them  to  a  whole  lot 
more  scrutiny  than  we  do  our  other  trading  partners. 

President  Salinas  has  warned  that  this  current  discussion  could 
damage  our  relationship  if  our  discussions  do  not  respect  Mexico's 
accomplishments  and  intelligence.  If  you  are  trying  to  work  some- 
thing out  with  somebody  on  a  business  transaction,  you  do  not 
insult  them,  and  we  have  in  some  cases  done  this  to  Mexico. 

For  example,  a  trilateral  commission  to  inspect  and  make  sure 
environmental  standards  are  met  is  terribly  offensive  to  Mexico. 
Now,  we  are  deeply  concerned  because  they  do  not  meet  them. 
There  is  pollution  all  over  the  place  down  there.  But  that  has  to  be 
worked  out  in  a  sensitive  way. 

I  am  just  giving  you  bridges  that  have  to  be  crossed  that  are  not 
crossed.  If  you  sign  an  agreement  and  then  try  to  work  them  out, 
there  is  no  chance  to  work  them  out. 

President  Salinas  has  promised  his  people  who  the  sovereignty  of 
the  country  will  not  be  damaged  in  any  way  by  free  trade,  and  we 
need  to  be  very  sensitive  to  this  issue. 

There  is  a  great  sense  of  urgency  in  Mexico  to  have  the  treaty 
ratified  and  put  in  effect  before  the  Mexican  presidential  elections 
next  year.  All  of  these  concerns  by  the  Mexican  leaders  are  legiti- 
mate. We  cannot  be  stampeded  by  that.  We  have  to  represent  the 
interests  of  the  American  people. 

A  fail-safe  course — when  in  doubt  I  always  try  to  come  up  with  a 
fail-safe  course.  You  can  always  run  out  in  the  middle  of  the  night 
and  jump  in  the  pool  and  just  assume  there  is  water  there,  or  you 
could  take  a  flashlight,  and  check  it,  and  that  is  what  I  am  saying. 
Let  us  just  take  this  a  step  at  a  time,  because  the  stakes  are  high. 

Respectfully,  go  to  our  friends  in  Mexico  and  point  out  that  we 
do  have  a  new  President  and  a  new  Government.  Explain  that  we 
need  time  to  carefully  analyze  this  complex  agreement.  Tell  them 
candidly  and  respectfully  that  we  feel  that  it  would  be  poor  strate- 
gy to  ratify  the  agreement  and  then  try  to  correct  its  deficiencies 
with  later  supplemental  agreements  which  may  or  may  not  ever 
materialize,  and  will  create  stress  between  our  countries. 

Openly  explain  the  obvious  problem  of  losing  wages  and  taxes  in 
our  country  at  this  critical  time.  Form  a  joint  task  force  with 
Mexico  and  intensively  work  together  to  fashion  an  agreement  that 
will  be  in  the  best  interest  of  both  countries.  Once  we  have  it,  it 
will  still  be  very  complex,  and  I  would  suggest,  in  the  best  interest 
of  both  countries,  let  us  have  a  multiyear  pilot  program  phase  to 
allow  both  countries  to  test  this  agreement  and  see  that  it  works. 
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We  should  have  provisions  in  the  agreement  that  allow  the 
agreement  to  be  altered  and  improved  based  on  actual  experience 
of  this  pilot  program.  Have  a  clear  understanding  that  either 
Nation  may  decide  to  cancel  this  agreement  with  no  bad  feelings, 
if,  in  that  Nation's  judgment,  the  pilot  program  is  not  successful. 

I  understand  that  my  testimony  here  today  will  not  be  welcome 
by  many  in  the  U.S.  business  community,  and  by  our  friends  in 
Mexico. 

Basically,  Mexico  has  some  of  the  least  costly  workers  in  the 
world.  Our  country  has  the  world's  most  productive  work  force,  but 
it  is  an  expensive  work  force.  Our  workers  will  lose,  because  of  the 
wage  differential,  even  though  they  are  more  productive. 

We,  as  a  Nation,  once  you  get  past  the  human  suffering,  will 
incur  a  tremendous  loss  in  taxes  at  a  time  when  we  need  a  grow- 
ing, expanding  tax  base. 

I  have  to  mention  these  economic  models  that  have  been  devel- 
oped showing  that  this  is  a  good  plan.  These  economic  models  make 
a  number  of  unrealistic  assumptions.  I  love  the  full  employment  as- 
sumption— anybody  losing  a  job  immediately  gets  a  job,  and  that 
everybody  has  a  job.  Would  that  not  be  wonderful? 

That  is  not  the  way  it  works.  Just  look  at  the  1980's. 

I  find  it  interesting  and  irrational  that  at  the  same  time  our 
leaders  are  talking  about  creating  innercity  jobs  and  enterprise 
zones,  we  stifle  small  business  development  with  rules  and  regula- 
tion and  ship  millions  of  jobs  that  are  perfect  for  these  categories 
overseas  to  be  done  by  people  working  almost  at  slave  labor  wages. 

So,  in  summary,  I  recommend  we  proceed  with  care  and  work 
out  the  treaty  to  our  mutual  satisfaction  before  we  ratify  it. 

Thank  you,  sir. 

[Mr.  Perot's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  I  advise  all  the  members  of  the  committee 
that  we  will  apply  the  5-minute  rule  rather  rigidly.  That  will  in- 
clude both  your  question  or  comment  and  Mr.  Perot's  answer.  As 
soon  as  the  5  minutes  are  up,  we'll  have  to  go  on  to  the  next 
member  of  the  committee. 

Mr.  Perot,  you  are  a  prominent  businessman.  But  virtually  every 
business  group  in  America,  the  U.S.  Chamber  of  Commerce,  the 
National  Association  of  Manufacturers,  the  groups  of  transnational 
corporations  that  have  a  big  business  roundtable,  the  big  banks  in 
the  United  States,  the  big  insurance  companies  in  the  United 
States,  et  cetera,  seem  to  be  in  favor  of  this  Mexican-American 
Free  Trade  Agreement,  and  you're  opposed.  Would  you  care  to 
comment  on  why  they  favor  it,  and  why  you  oppose  it? 

Mr.  Perot.  I  think  it  will  be  very  profitable  for  U.S.  companies.  I 
love  the  comments  of  just  everyday  people.  The  man  that  drove  me 
into  town  today,  he  and  I  were  talking  about  it.  He  said,  well,  Ross, 
if  we  don't  have  a  job,  and  we  don't  have  any  money  to  buy  any- 
thing, why  is  it  a  good  deal  for  anybody?  That's  kind  of  an  interest- 
ing thought,  see,  down  the  road. 

But  as  Morita  said  of  our  country,  in  America,  as  businessmen, 
we  think  10  minutes  ahead.  We  certainly  think  90  days  ahead  in 
publicly  owned  companies  because  you've  got  your  quarterly 
report.  Whereas,  in  Japan  they  think  10  years  ahead. 
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I  suggest  if  you  think  10  years  ahead  and  look  at  this,  it  is  not  a 
good  deal.  If  you  have  your  narrow  special  interests  of  your  compa- 
ny in  mind,  if  you  want  to  break  the  union,  somewhere  in  this 
country,  if  you  want  to  teach  them  to  stop  chasing  cars  and  get  in 
line,  and  you've  got  this  50-cent-an-hour  slave  labor  down  there, 
and  you  go  cheaper,  there  are  other  countries — we  can  get  cheaper 
than  that. 

We  can  go  to  Thailand  and  get  child  labor.  If  you  haven't  seen 
the  pictures  of  those  children  at  work,  make  sure  some  of  your 
staff  members  get  them  for  you.  It  will  break  your  heart.  See,  I 
thought  this  stopped  200  years  ago.  No;  it's  alive  and  well  around 
the  world,  and  you  and  I  are  wearing  those  shirts. 

So,  the  point  is,  I'm  just  saying  if  your  objective  is  profit,  I  can 
give  you  one  specific  answer  if,  with  your  permission,  I'll  save  it 
until  my  closing  statement.  It  just  takes  an  American  company 
that  moved  to  Mexico  and  what  happened  to  the  people  on  both 
sides. 

If  that's  something  our  country  wants  to  do,  I'll  be  shocked.  It's 
one  company  that  went  through  the  experience,  what  happened  to 
the  people  on  the  American  side?  What  happened  to  the  people  on 
the  Mexican  side?  What  happened  to  the  guys  who  did  the  deal? 
These  are  money-making  deals. 

Now,  I  can't  believe  that  grown  men  are  dumb  enough  to  come 
up  with  Amerimex  before  the  treaty  is  ratified.  But  if  you  haven't 
read  that  prospectus,  read  it.  I  can't  believe  that  the  leading  bank 
in  Mexico  would  be  a  party  to  it.  But  it  just  nails  it  right  there. 
This  is  a  variation  of  what  I  call  the  activities  in  the  eighties  when 
they  were  doing  junk  bonds.  Now,  you  grab  a  U.S.  company,  send 
its  production  to  Mexico,  drive  its  profit  through  the  roof,  and  in  3 
to  8  years  if  they  can  stay  on  schedule,  sell  that  stock  at  a  big  in- 
crease. That  is  what  I  call  old-fashioned  capitalism.  I  hope  this  is 
not  21st  century  capitalism.  If  it  is,  history  is  repeating  itself. 

Chairman  LaFalce.  Mr.  Perot,  I  understand  that  through  your 
various  business  ventures,  you've  done  business  with  virtually 
every  country  and  in  every  country  in  the  world,  perhaps  with  a 
few  exceptions.  Being  from  Texas,  one  would  expect  that  you've 
had  considerable  business  dealings  in  Mexico.  If  you  have,  could 
you  share  with  us  those  experiences.  If  you  haven't  had  consider- 
able business  dealings  in  Mexico,  could  you  share  with  us  why  you 
haven't? 

Mr.  Perot.  I've  had  very  little.  I'm  very  sensitive  about  where 
my  people  work.  I  want  to  make  sure  that  they  work  in  a  stable 
safe  country.  I  had  one  very  bad  experience  in  Teheran,  and  I 
promised  myself  after  that  I  would  never  put  my  people  at  risk. 

So,  we  look  for  really  safe,  stable  countries  for  our  people  to  be 
working  in,  because  we  feel  an  obligation  to  them  if  something  goes 
wrong  in  that  country.  I  don't  think  I've  ever  done  any  business  in 
Mexico.  I'll  have  to  go  check,  but  very  little.  In  the  past,  Mexico 
has  made  great  progress. 

But  in  the  past,  you  couldn't  get  anything  done  in  Mexico  unless 
you  paid  people  off.  You  say,  well,  you  can't  get  anything  done  in 
New  York  City  unless  you  pay  people  off. 

So,  I  mean,  it's  not  as  though,  but,  thank  goodness,  I  picked  an 
exception.  But  I'll  never  forget,  one  time  we  were  moving  into  a 


14 

building,  and  everybody  around  there  said,  if  you  guys  ever  want  to 
get  your  furniture  out  of  the  trucks,  pay  us  off.  I  won't  say  what  I 
said,  but  we  didn't  pay  them  off.  After  they  got  over  the  shock  of  it, 
we  had  some  headaches. 

But  this  is  an  art  form  in  Mexico,  and  you've  all-  heard — it's  not 
completely  dead.  You  must  be  familiar  with  this  meeting  where — 
don't  you  find  it  interesting  that  30  people  own  54  percent  of  the 
gross  domestic  product  in  that  country?  They  got  together  not  too 
long  ago  and  were  asked  to  each  give  $25  million  to  the  President; 
25  X  30  is  $750  million. 

Now,  let's  assume  that  every  penny  of  that  will  be  used  meticu- 
lously for  the  next  campaign.  Take  that  and  compare  that  to  what 
the  Democrats,  Republicans,  myself,  and  everybody  else  you  want 
to  throw  into  it,  you  can't  come  up.  You  see,  that  is  an  incredible 
amount  ci    ^oney  in  a  country  that's  much  smaller  than  ours. 

It's  a  different  mind  set,  a  different  mentality.  Tremendous 
progress  is  being  made.  It's  a  much  better  place  to  do  business 
today,  but  it's  still  drive.  I  go  back  to  how  do  they  deal  with  those 
workers.  Can  you  imagine  what  would  happen  in  this  country  if 
State  police  went  in  and  shot  factory  workers  who  were  having  a 
strike?  No,  that  wouldn't  happen.  Can  you  imagine  in  this  country 
union  leaders,  in  effect,  cutting  the  workers'  pay  and  never  talking 
to  the  workers  because  they're  linked  into  the  other  side?  No. 

These  are  all  structural  problems  that  I'm  sure  will  be  improved 
and  overcome  with  time.  Frankly,  number  one  on  my  agenda  is  the 
people.  But  sweeping  that  aside  and  looking  at  it  as  a  country,  we 
can't  risk  our  base,  and  that's  what  we're  doing,  in  my  judgment, 
with  these  deals.  This  is  just  one. 

You  can  take  Japanese  car  deals,  and  you  just  wonder  how 
grown  people  on  our  side  of  the  fence  ever  did  a  deal  like  that.  But 
we  did  it.  Well,  how  we  did  it,  because  of  Japanese  lobbyists  who 
used  to  work  in  Washington  in  key  jobs  who  now  get  $300,000  to 
$500,000  bucks  a  year  making  sure  those  deals  get  cut  wrong. 

Chairman  LaFalce.  Our  5  minutes  have  expired,  Mr.  Perot. 

Mr.  Perot.  I'm  sorry.  I'll  be  careful.  I'll  shorten.  I  need  to  be 
short. 

Chairman  LaFalce.  I  now  call  on  the  ranking  minority  member, 
Ms.  Meyers  of  Kansas. 

Mrs.  Meyers.  Thank  you,  Mr.  Chairman.  I  have  a  couple  of  state- 
ments that  I'd  like  to  make  that  I  hear  frequently  about  NAFTA.  I 
would  like  you  to  comment  on  them.  One  says,  companies  are 
moving  to  Mexico  anyway.  What  difference  does  it  make?  Why 
shouldn't  we  go  ahead  and  ratify  a  NAFTA  agreement?  That's  one 
of  the  statements. 

The  other  one  is  a  great  concern  that  I  hear  from  people.  If  we 
ratify  the  agreement  with  Mexico,  it  will  be  very  difficult  for  us  to 
say  no  to  Central  America.  Certainly,  Chile  is  already  here  and 
asking  for  a  free  trade  agreement. 

I  would  like  you  to  comment  on  both  of  those  aspects  of  a  free 
trade  agreement. 

Mr.  Perot.  They  are  moving  anyhow.  Well,  I  think  we  should 
say,  you're  right.  So,  let's  look  at  the  impact  of  the  fact  that  they 
have  been  moving  anyhow,  and  let's  see  if  this  makes  sense. 
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The  fact  that  they  are  moving  anyhow  doesn't  mean  that  it 
makes  sense  for  our  country.  The  fact  that  we've  made— this  is  as 
succinctly  as  I  can  say  it — we've  made  one  bad  deal,  let's  make 
two.  That's  the  logic  that  goes  with  that  argument.  I  don't  know 
how  you  have  an  absolutely  open  border  with  Mexico  and  then  tell 
the  rest  of  Central  and  South  America  that  they're  different. 

Here  is  the  challenge.  When  you're  trying  to  create  a  united 
Europe,  the  salaries  were  close  enough  to  one  another,  and  you  had 
two  or  three  countries  where  they  weren't.  Part  of  the  agreement 
is  they  bring  them  up.  Then  you  can  make  it  work. 

Now,  they've  got  a  little  surprise  over  in  what  used  to  be  Russia, 
see.  You've  got  Czechoslovakia  which  is  a  really  interesting— is 
making  good  progress.  But  you  can  get  workers  a  whole  lot  cheaper 
in  Czechoslovakia  than  you  can  in  Europe. 

Now,  as  you  know,  United  Europe,  of  course,  has  not  material- 
ized. Time  will  tell  if  it  will.  But,  conceptually,  we  would  love  to 
have  free  trade  throughout  this  hemisphere  if  the  rules  were  the 
same. 

In  a  perfect  world,  you  would  have  competitive  wages  paid  the 
people.  Then  the  only  differential  would  be  the  brains  and  wits  of 
the  teams  that  run  the  companies.  In  other  words,  if  you  and  I  are 
competing  on  a  level  playing  field,  and  you  can  make  a  better  prod- 
uct than  I  can,  and  the  people  buy  it,  I've  got  no  complaint. 

If  my  labor  costs  nothing,  and  if  yours  costs  U.S.  wages,  you  can't 
compete.  I  don't  care  how  good  your  ideas  are.  So,  it's  not  at  the 
intellectual  level.  It's  how  cheap  can  you  find  people  to  work. 

Mrs.  Meyers.  I  have  one  other  question,  Mr.  Chairman,  and  then 
would  yield  to  my  colleagues.  I  don't  know  if  you  want  to  depart 
from  this  subject  just  for  a  moment  to  look  kind  of  at  the  general 
economic  picture. 

Chairman  LaFalce.  We  really  wanted  to  confine  today's  hearing 
to  the  NAFTA,  the  North  American  Free  Trade  Agreement. 

Mrs.  Meyers.  OK. 

Chairman  LaFalce.  So,  I  would  appreciate  it  if  all  members 
could  confine  their  questions  to  NAFTA. 

Mrs.  Meyers.  I  would  like  you  then  to  comment  further.  I  know 
that  you  share  my  concerns  about  trade  negotiators  leaving  public 
service  and  then  going  to  work  for  foreign  interests,  and  you've  al- 
ready addressed  that.  In  fact,  I  believe  the  other  evening  you  com- 
pared this  to  an  act  of  economic  treason.  Reports  have  been  reach- 
ing me  that  the  amount  of  money  being  spent  in  support  of 
NAFTA,  both  overtly  and  covertly,  may  be  just  unprecedented.  Do 
you  have  any  firm  information  on  this  or  further  thoughts  about 
that? 

Mr.  Perot.  I  don't  have  firm  numbers.  We  could  try  to  get  firm 
numbers.  I  would  like  to  see  them.  We  had  one  other  economic 
competitor  and  friend,  to  give  you  a  sense  of  the  magnitude.  In 
1988,  the  Japanese  spent  $400  million  in  1  year  lobbying  our  coun- 
try. That's  more  than  the  next  12  Nations  together  that  year.  So,  it 
is  big  business. 

Inside  the  beltway  it  is  the  growth  industry.  This  is,  if  there  is  a 
Maquiladora  here  somewhere  on  the  east  coast,  it's  right  here. 
Mrs.  Meyers.  Thank  you,  Mr.  Chairman. 
Chairman  LaFalce.  Thank  you. 
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Mrs.  Meyers.  Thank  you,  Mr.  Perot. 

Chairman  LaFalce.  Mr.  Smith  of  Iowa. 

Mr.  Smith.  Mr.  Perot,  someone  showed  me  an  ad  here  that  kind 
of  illustrates  the  point  I  want  to  make.  It's  an  ad  for  Toyota  which 
says  their  Georgetown,  Kentucky  plant  has  bought  their  compo- 
nents from  390  American  suppliers.  It  illustrates  that  we  no  longer 
have  manufacturing  plants.  What  we  really  have  is  assembly 
plants. 

Mr.  Perot.  Right. 

Mr.  Smith.  They  buy  the  components  wherever  they  can.  It  has 
been  said  that  a  large  share  of  these  low-technology  parts  of  these 
components  are  coming  from  those  plants  you're  talking  about  in 
China.  They  may  be  enhanced  in  Japan.  They  may  be  enhanced 
here  But  tr  •  low-wage  parts  are  from  China  and  Asia.  Some  say 
that  a  lot  c  what's  going  to  happen  here  is  to  move  a  lot  of  that 
kind  of  wox  iv  to  Mexico. 

Now,  that's  what  they  say  is  going  to  happen.  Do  you  think 
that's  going  to  happen? 

Mr.  Perot.  What  I  think— let's  just  follow  the  business  laws  of 
gravity.  If  you  are  a  Japanese  car  maker,  why  in  the  world  would 
you  ever  build  another  car  plant  in  the  United  States?  Or,  for  that 
matter,  if  you  are  a  U.S.  car  manufacturer,  why  in  the  world  would 
you  do  it  except  for  symbolism?  Because  the  gap  is  quite  different. 

Let  me  give  you  an  example.  They  just  finished  a  joint  venture 
with  McDonnell  Douglas  in  China.  They  just  finished  the  big  air- 
plane, comparable  quality,  half  the  price.  That  sends  a  cold  shiver 
through  the  airline  manufacturing  business,  which  is  one  of  our 
leading  industries. 

Now,  without  understanding  what  we're  doing,  I  guess,  we  are 
determined  to  give  away  our  airline  industry — and  our  airline 
manufacturing — it's  not  low  technology. 

Mr.  Smith.  Well,  if  we  move  a  lot  of  these  low-wage  jobs. 

Mr.  Perot.  Excuse  me.  Your  premise  on  low  technology,  no,  sir. 
See,  Japan  will  move  the  automobile  plants  down  there.  There  are 
60  something  plants  down  there  now.  They  do  make  complete  cars. 
If  you  just  want  to  make  money,  why  in  the  world  would  you  ship 
parts  north  of  the  border  to  assemble  them? 

Mr.  Smith.  Well,  they're  buying  them  from  American  companies. 
If  those  low-wage  jobs  are  shifted  from  Asia  to  Mexico,  what  will  be 
the  consequences? 

Mr.  Perot.  Well,  I'm  not  saying  they'll  ship  low-wage  jobs  from 
Asia  to  Mexico.  Perfect  world,  pragmatic  world,  if  you  just  say, 
we're  going  to  ship  whole  industries  overseas,  and  leave  our  people 
unemployed,  then  it's  probably  better  to  ship  them  to  Mexico  than 
to  Asia,  if  you  could  control  that. 

But  it's  not  that  tidy.  Are  we  going  to  have  free  trade  with 
Mexico,  not  have  free  trade  with  China?  China  is  one  of  our  fa- 
vored Nations  that  we  have  given  all  kind  of  special  concessions  to. 
They  are  reaping  enormous  benefits.  The  assumption  always  is 
that  we  will  still  be  the  largest  customer  in  the  world. 

As  I've  said  to  my  friends  in  Japan,  I've  said,  nobody  ever  on 
puroose  destroys  a  customer,  because  the  customer  buys  your  prod- 
uct Pretty  soon  we  won't  be  able  to  buy  your  stuff. 
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We  have  been  rich  for  so  long  that  we  just  assume  that  we  will 
always  be  rich.  No;  that's  not  how  it  works. 

Mr.  Smith.  This  is  a  very  complicated  subject,  and  I  think  we 
ought  to  face  the  facts  on  it.  I  think  there  are  too  many  people  al- 
ready positioned  on  one  side  or  the  other.  Then  they  make  their 
conclusions,  and  then  they  adjust  their  facts  to  suit  themselves.  I 
think  it's  time  we  really  look  at  the  facts.  Mr.  Chairman,  I  con- 
gratulate you  on  calling  this  hearing. 

Chairman  LaFalce.  Well,  this  is  the  sixth  hearing  on  it.  There 
were  some  there  who  were  not  too  pleased  that  we  invited  Mr. 
Perot.  But  we  tried  to  deal  with  them  by  suggesting  that  they  could 
come  before  us  at  some  future  occasion. 

Chairman  LaFalce.  Mr.  Combest. 

Mr.  Combest.  Thank  you,  Mr.  Chairman.  Mr.  Perot,  it  would  be 
somewhat  of  an  understatement  to  say  that  you  didn't  have  some 
influence  on  public  policy  and  public  opinion.  I  realize  this  might 
be  a  difficult  question  to  answer  in  5  minutes.  But  can  you  foresee 
an  agreement — or  outline  as  much  as  you  could — an  agreement 
with  Mexico  that  would  be  a  satisfactory  agreement? 

Mr.  Perot.  Yes;  but  I  would  want  to  do  that  one  right.  I  wouldn't 
want  to  just  throw  it  out  extemporaneously.  If  I  have  to,  I'll  come 
back  on  that.  But,  no,  we  can  work  out  an  agreement  with  Mexico. 
But  the  most  difficult  part  to  work  out  would  be  this  big  gap  in 
wages. 

Mr.  Combest.  That  was  going  to  be  my  next  question. 

Mr.  Perot.  Yes. 

Mr.  Combest.  How  do  you  propose  that  we  deal  with  that? 

Mr.  Perot.  Well,  that  would  take  a  lot  of  study,  which  I  have  not 
done.  But  I  think  that  we  could  work  out  something.  That's  the 
reason  I  would  like  to  pilot  it,  see.  Because  I  think  even  after  it's 
done,  after  all  these  years  of  making  cars,  General  Motors,  Ford, 
everybody  in  the  world  still  makes  one  and  puts  it  on  the  test 
track. 

We  don't  have  anything  this  big  and  this  complex  that  we've 
done  successfully  in  terms  of  trade  agreements.  Most  of  our  trade 
agreements  are  a  big  embarrassment  to  our  country.  I'd  like  to  see 
one  done  right.  So,  work  very  carefully  with  Mexico;  put  a  top 
team  on  it;  come  up  with  a  plan.  Keep  the  American  people  fully 
informed,  the  Congress  fully  informed.  We  will  have  something 
shortly  that  we  feel  is  a  good  plan  for  both  countries. 

Then  we  run  a  pilot  program,  fine  tune  it,  take  advantage  of 
what  we  learned  in  the  pilot  program,  and  then  we  will  have  some- 
thing that  works. 

Mr.  Combest.  Would  you  agree  that,  in  response  to  Ms.  Meyers' 
question,  why  follow  one  bad  deal  with  another?  Would  you  agree 
that  there  is  a  likelihood  without  a  North  American  Free  Trade 
Agreement  that  we  will  continue  to  see  U.S.  businesses  move  to 
Mexico? 

Mr.  Perot.  That  all  depends  on  what  the  rules  are  in  this  coun- 

try- 

Mr.  Combest.  Which  was  the  next  part  of  my  question.  How 

would  you  propose  that  we  would  deal,  let's  say  that  we  don't  get  a 

free  trade  agreement.  How  would  you  propose,  as  a  businessman, 
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that  we  would  deal  with  that  problem  which  exists  there  today 
which  we  all  admit  is  happening? 

Mr.  Perot.  First,  get  people  who  know  how  to  negotiate.  Second, 
get  rid  of  all  the  external  pressures  on  these  people.  As  long  as  we 
have  these  huge  amounts  of  money  floating  around  with  the  for- 
eign lobbyists,  I  think  we  are  susceptible  to  making  bad  deals,  and 
that  should  be  a  criminal  offense,  in  my  judgment,  that  you  cannot 
use  money  to  directly  or  indirectly  influence  this  country  or  this 
Government. 

I  can  tell  you  this,  the  American  people  feel  very  strongly  about 
that  also,  but  good  negotiators  and  a  clear-headed  environment 
where  everybody  is  not  running  up  and  down  paying  off  favors 
they  owe  somebody  else.  Surely,  we  can  negotiate  as  good  a  deal  as 
people  around  the  world.  But  if  we  don't  know  how,  study  Europe. 
They  don't  make  the  dumb  deals  with  Japan  that  we  do.  You 
follow  me? 

Mr.  Combest.  I  don't  mean  from  government  to  government. 

Mr.  Perot.  Just  assume  we're  slow  in  something,  but  study  the 
rest  of  the  world.  They  don't  give  away  the  store. 

Mr.  Combest.  I  don't  mean  from  government  to  government.  I 
mean  from  private  sector  to  private  sector.  How  do  we  prevent  a 
company  x,  a  company  in  Texas,  from  negotiating  to  Mexico  and 
negotiating  a  deal  there  which  doesn't  involve  the  Government? 

Mr.  Perot.  Well,  if  they  can  go  to  Mexico,  negotiate  a  deal  in 
Mexico,  sell  goods  in  Mexico,  then  who's  hurt?  That's  an  expansion 
of  their  business. 

Mr.  Combest.  Well,  but  if  we're  exporting  jobs  there  that  would 
have  otherwise  been  here  with  production  here,  because  they  have 
such  a  lower  wage  deal. 

Mr.  Perot.  Yes. 

Mr.  Combest.  What  I'm  trying  to  get  at,  is  how  does  the  Govern- 
ment prevent  a  private  businessman  or  businesswoman  from  going 
to  Mexico  to  negotiate  a  deal? 

Mr.  Perot.  I  don't  think  they  do.  But  they  can  certainly  prevent 
shipping  these  goods  back  into  the  United  States  in  an  environ- 
ment where  there  is  no  way  for  us  to  compete.  Now,  just  think 
about.it.  We  are  talking  about  enterprise  zones.  We  are  talking 
about  coming  up  with  billions  of  dollars  to  create  innercity  jobs. 
We're  shipping  all  those  jobs  to  Mexico  and  around  the  world. 

Now,  those  jobs  only  occur  once.  Our  minimum  wage,  let's  go 
into  the  talent  of  that  Mexican  worker.  He's  a  talented  worker. 
He's  proved  it.  She's  proved  it.  The  engineers  are  talented  engi- 
neers. The  factory  workers  are  talented  workers.  As  long  as  you 
have  this  wage  differential — believe  me,  those  Mexican  workers 
would  like  to  have  a  better  wage. 

But  the  discipline  imposed  on  them  and  the  brutality  used  to 
drive  their  wages  down,  including  breaking  strikes,  shooting  work- 
ers, and  so  on  and  so  forth,  I  have  real  trouble  having  goods  made 
like  that  brought  into  our  country,  just  like  I  have  real  trouble 
with  Chinese  prison  labor  sending  goods  into  our  country.  Then  I 
find  that  only  in  America  would  you  ship  it  through  Korea  from 
Chinese  prison  labor,  put  a  Korean  label  on  it,  and  then  ship  it 
into  the  United  States. 
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We  will  destroy  our  economic  base  in  this  country.  They'll  say, 
well,  gee,  aren't  you  for  free  trade.  Is  this  protectionism?  I  can  see 
the  headlines  tomorrow.  Yes;  protecting  our  people.  It  certainly  is. 
But  we  cannot  have  our  standard  of  living  fall  apart  while  we  owe 
$4  trillion  dollars,  and  we  are  just  moving  day  after  day  after  day 
with  new  spending  programs  in  every  direction. 

Chairman  LaFalce.  The  time  for  the  gentleman  has  expired. 

Mr.  Combest.  Thank  you,  sir. 

Chairman  LaFalce.  I  couldn't  help  but  think  that  you  didn't 
make  it  to  President  of  the  United  States,  but  if  you  were  to  run 
for  president  of  the  AFL-CIO,  you  just  might  make  it. 

Mr.  Perot.  No;  I  wouldn't  get  any  votes  there  either.  So,  but 
that's  not 

Chairman  LaFalce.  Keep  talking  like  this,  and  you  just  might. 

Mr.  Perot.  I  would  argue — I'm  not  looking,  I'm  not  here — just 
look  at  what's  the  right  thing  to  do  for  this  country.  I  know  that's 
what  you  do  all  day  every  day.  It's  that  simple  with  me.  What  will 
work  and  what  won't  work. 

Chairman  LaFalce.  Mr.  Mazzoli  of  Kentucky. 

Mr.  Mazzoli.  Thank  you  very  much.  Mr.  Perot,  welcome,  and 
thank  you  for  coming  to  take  the  time.  Just  a  couple  of  prelimi- 
naries. I  hope  that  you  continue  to  work  toward  strong  campaign 
reform  and  strong  reform  of  the  revolving  door  laws,  because  it  is 
my  judgment  that  at  least  part  of  the  problem  with  NAFTA,  and 
the  perception  that  it  has  on  Capitol  Hill,  is  because  of  the  revolv- 
ing door,  the  number  of  people  who  may  have  tended  to  put  it  to- 
gether who  had  an  interest  in  it. 

We  have  a  lot  of  notable  people  in  our  audience  today,  one  of 
whom  wrote  a  book  last  year  called,  "Who  Will  Tell  the  People?" 

Mr.  Perot.  Right. 

Mr.  Mazzoli  [continuing].  Which  was  subtitled 

Mr.  Perot.  Great  book. 

Mr.  Mazzoli  [continuing].  "Betrayal  of  the  American  Democra- 
cy." An  excellent  book  indeed,  which  deals  with  this  whole  idea  of 
making  sure  that  there  is  full  disclosure — sunshine — people  know 
who  the  people  are  who  are  taking  issue.  So,  I  would  encourage 
your  continued  activities,  along  with  your  gift  of  succinctly  stating 
the  case,  and  the  sucking  sound,  which  we  have  heard  talked  about 
so  much.  The  other  ones  are  those  alligator  shoes  that  you  kept  re- 
ferring to.  So,  we  may  have  to  check  this  audience  for  alligator 
shoes  to  be  sure. 

Mr.  Perot.  I  am  told  that  wingtips  are  big  sellers  here  inside  the 
beltway. 

Mr.  Mazzoli.  Mr.  Perot,  let  me  ask  you  this.  There  are  two 
issues  that  I  was  going  to  deal  with.  One  was  addressed  by  Mrs. 
Meyers,  and  one  by  Mr.  Combest.  But  let  me  just  go  back  into 
them. 

One  is  the  "anyway"  argument.  That  one  way  or  the  other — 
anyway — these  jobs  and  these  companies  are  going  to  move.  The 
world  is  mobile,  and  these  companies  are  mobile.  Therefore,  unless 
we  have  some  kind  of  an  agreement  to  give  a  framework  and  some 
kind  of  general  matrix  against  which  these  can  be  measured,  we 
will  really  eventually  lose  the  battle  twice. 
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Unless  you  put  up  barriers,  which  is  what  Mr.  Combest  was  sort 
of  alluding  to,  to  keep  American  companies  home,  absent  a  NAFTA 
or  another  kind  of  controlling  agreement,  that  it  seems  like  we  will 
have  lost  twice.  Could  you  address  that?  If  we  do  not  get  NAFTA, 
that  we  have  to  put  up  barriers. 

Mr.  Perot.  The  assumption  is  that  we  are  in  a  world  where  labor 
is  going  to  go  to  the  cheapest  place,  right? 

Mr.  Mazzoli.  I  am  not  sure. 

Mr.  Perot.  No  matter  what  we  do. 

Mr.  Mazzoli.  I  am  not  sure  that  is  the  case,  Mr.  Perot,  because, 
if  I  understand  correctly,  some  of  the  greatest  advances  now  are 
being  done  in  microchips.  They  are  being  made  in  the  United 
States  and  the  Japanese  are  asking  for  them  from  us.  The  Pacific 
Rim  Nations  are  ordering  these  chips.  We  are  a  high-wage  Nation. 

Mr.  Perot.  Well,  this  is  one  new  chip.  Basically,  it  is  a  new  little 
generation.  This  is  like  having  rain  in  California  after  several 
years  of  drought;  19  out  of  20  integrated  circuits  used  in  the  United 
States  come  from  Japan. 

I  still  see  the  man  in  Dallas  who  holds  the  basic  patent  on  the 
integrated  circuit,  Dr.  Kilby.  He  is  still  alive.  We  created  the  indus- 
try, and  we  gave  it  away. 

As  a  matter  of  fact,  here  is  what  we  can  do.  We  can  stop  being 
stupid.  Let  me  just  take  that  industry.  We  gave  it  away.  You  could 
not  hire  people  to  do  worse  than  we  did.  There  is  a  learning  curve 
when  you  make  a  new  integrated  circuit.  The  Japanese  got  their 
act  together  coming  out  of  the  ashes  of  World  War  II.  You  see,  that 
is  one  of  the  biggest  advantages  that  Japan  and  Germany  had.  Ad- 
versity breeds  strength,  and  success  breeds  arrogance  and  compla- 
cency. 

If  we  do  not  have  the  will  as  a  people,  we  will  go  from  the  top  of 
the  pile  to  the  bottom.  We  will  produce  a  really  strong  generation 
here  that  suffered  terribly. 

Mr.  Mazzoli.  Mr.  Perot,  do  you  not,  with  respect  though,  agree 
that  if  we  do  not  have  agreements  to  control  whatever  we  do  eco- 
nomically, that  we  almost  have  to  put  up  barriers  to  keep  our  com- 
panies? 

Mr.  Perot.  We  have  to  have  agreements.  But  they  need  to  be  in- 
telligently conceived  and  drawn  agreements  that  do  not  work  to 
our  disadvantage,  and  unilaterally  to  the  other  countries. 

Mr.  Mazzoli.  So,  if  I  am  correct,  sir,  you  would  say 

Mr.  Perot.  I  am  not  against  agreements. 

Mr.  Mazzoli.  You  are  not  against  NAFTA  or  agreements  if  they 
are  expanded 

Mr.  Perot.  Fair  agreements. 

Mr.  Mazzoli.  But  you  are  against  this  particular  agreement  at 
this  particular  time? 

Mr.  Perot.  I  would  say  any  agreement  that  you  explain  in  detail 
to  the  American  people  and  they  buy.  As  you  all  know,  they  are 
bright,  and  they  do  want  details.  They  are  thirsty  for  details.  Be- 
cause they  are  going  broke  paying  for  all  of  our  cash  mistakes. 

If  you  can  put  it  down.  Everybody  who  I  talked  to  who  just 
makes  a  living  understands  this  Mexican  agreement,  and  just 
marvel  that  people  with  college  degrees,  which  these  folks  do  not 
have,  would  enter  into  an  agreement  like  that. 
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Mr.  Mazzoli.  Mr.  Perot,  if  I  could  ask  you  this  question,  because 
we  are  working  within  this  5  minutes. 

Do  you  think  that  the  agreement  is  uncorrectable,  even  with  an- 
cillary agreements? 

Mr.  Perot.  My  dream,  as  I  said  earlier,  would  be  to  have  some- 
one sign  a  bad  contract  with  me  and  say  let's  work  out  the  details 
later.  I  mean  good  for  me,  bad  for  him.  What  is  my  incentive? 

So,  you  say,  look,  we  have  looked  at  this,  and  we  have  a  new 
President  and  a  new  Government,  and  the  American  people  are 
concerned  about  it.  That  is  the  President's  asbestos  suit.  The  Amer- 
ican people  are  really  concerned  about  it.  If  you  think  it  is  useful, 
we  will  do  a  show  on  this,  and  get  a  divergent  view  of  opinions,  and 
try  to  get  all  of  the  media  and  everybody,  and  get  all  of  these  guys 
who  used  to  be  our  chief  trade  negotiators.  Chief  trade  negotiators 
and  lobbyists  for  Mexico  making  $300,000  to  $500,000  a  year.  Let 
them  all  step  up  and  explain  it.  I  do  not  think  that  the  American 
people  would  buy  it. 

Mr.  Mazzoli.  Could  I  ask  you  just  one  last  question. 

Mr.  Perot.  I  am  sorry.  Yes,  sir. 

Mr.  Mazzoli.  About  immigration.  About  whether  or  not  if  you  do 
not  have  something  done  to  organize  our  economic  activity  with 
Mexico,  that  is  a  pure  invitation  to  have  its  people  come  here  for 
jobs. 

Mr.  Perot.  Well,  we  have  it  both  ways  now;  yes,  sir.  It  is  a  prob- 
lem. But  this  is  just  one  more  in  1,000  arguments.  It  is  basically 
saying  we  do  not  have  a  rational  immigration  policy.  Therefore,  we 
should  send  all  of  our  jobs  to  Mexico  so  that  they  will  not  come 
here. 

Mr.  Mazzoli.  Thank  you. 

Mr.  Perot.  I  do  not  think  that  anybody  would  want  to  do  that. 

Mr.  Mazzoli.  Thank  you,  Mr.  Chairman. 

Mr.  LaFalce.  Thank  you. 

Mr.  Baker  from  Louisiana. 

Mr.  Baker.  Thank  you,  Mr.  Chairman. 

Mr.  Perot,  I  have  enjoyed  very  much  your  observations.  Since  we 
are  running  on  a  5-minute  clock,  time  is  money,  so  I  have  to  move 
a  little  quicker  maybe  to  get  my  comments  in.  I  have  a  few  obser- 
vations of  my  own,  and  then  a  short  question. 

It  goes  to  your  own  statement  on  page  two  of  your  opening  com- 
ment: "How  does  a  company  in  the  United  States,  with  all  of  the 
requirements  and  mandates  placed  on  it,  compete?"  The  statement 
goes  on. 

I  think  that  it  is  a  very  insightful  comment,  and  one  which  I 
relate  to  very  well.  No  business  in  the  entirety  of  the  rest  of  the 
world,  no  matter  how  large  or  small,  has  to  comply  with  the  super- 
vision, inspection,  audit  mandates,  regulations,  fines,  and  taxes 
that  a  small  snowball  stand  in  my  hometown  has  to  put  up  with. 
The  fact  is,  in  a  further  comment  that  you  made,  that  it  is  hard  to 
do  business  in  the  U.S.A. 

The  free  trade  agreement  to  me,  in  its  simplest  terms,  is  the  re- 
moval of  Government  regulation.  It  is  true  that  the  removal  of  all 
regulation  is  not  good  for  anybody.  But  if  the  United  States  regula- 
tory load  on  business  was  simply  lessened,  U.S.  business  could  com- 
pete with  anyone  regardless  of  wage  rate  differentials. 
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I  found  your  comment  with  regard  to  U.S.  auto  manufacturing 
insightful,  in  that  when  we  went  into  the  facility,  we  saw  big 
equipment  with  Japanese  names  on  it.  That  equipment  is  made  in 
a  high-wage  rate  country  with  a  very  high  standard  of  living.  As  a 
matter  of  fact,  some  suggest  now  that  Japan's  standard  of  living 
has  moved  past  ours. 

It  would  seem  to  me  that  the  equipment  manufactured  in  that 
country  which  is  more  competitive  than  our  own  tells  us  something 
about  our  own  Government  regulation  keeping  us  from  being  pro- 
ductive. 

Would  it  not  be  a  wise  investment  of  our  resources  to  identify 
specific  useless  costly  regulations  that  impact  business  negatively, 
and  seek  to  repeal  those  and  remove  them  rather  than  to  oppose 
the  removal  of  additional  international  regulation  which  the  free 
trade  agreement  represents.  Specifically,  opposing  the  free  trade 
agreement  from  my  limited  view,  and  I  do  not  purport  to  know 
much  about  the  subject  as  you  obviously  know,  is  simply  defending 
the  regulatory  network  on  an  international  basis,  that  is  inhibiting 
successful  businesses  in  the  domestic  arena. 

It  is  a  like  a  small  pasture  with  a  big  horse  named  Regulation. 
He  is  eating  our  grass.  We  are  now  concerned  about  how  fast  he  is 
eating  the  grass,  and  how  little  time  we  have  to  do  something 
about  it. 

By  opposing  the  free  trade  agreement,  which  is  regulation,  we 
are  working  on  the  wrong  end  of  the  horse.  We  ought  to  join  to- 
gether and  get  rid  of  American  Government  regulation  on  our 
people,  because,  in  my  judgment,  an  American  businessman  and  an 
American  worker  can  be  more  competitive  and  out-produce  any  of 
the  current  foreign  competition,  if  the  Government  would  get  out 
of  the  way. 

Your  response,  please. 

Mr.  Perot.  We  have  a  history  of  Government  not  liking  business 
in  our  country.  It  goes  back  to  Sherman  Antitrust.  If  you  look  at 
the  sad  condition  that  IBM  is  in  today.  We  hated  IBM  because  it 
was  so  successful.  We  kept  it  under  consent  decree  for  25  or  30 
years.  Now  IBM  is  down-sizing,  and  thousands  of  people  are  losing 
their  jobs. 

You  say,  surely,  we  will  learn  from  that  experience.  No.  We  have 
a  brilliant  young  man  out  in  Washington  State,  where  they  are 
worried  about  not  being  able  to  cut  trees,  who  has  come  up  with 
the  greatest  software  company  in  the  world  for  small  computers, 
Microsoft.  He  does  it  so  well  that  guess  what,  now  the  Justice  De- 
partment is  descending  on  him. 

Now,  in  today's  tiny  little  world,  he  has  got  us.  This  is  really  in- 
teresting. He  does  not  have  to  build  a  factory.  His  business  is  in 
the  minds  of  his  people.  He  can  go  to  India  and  hire  engineers  very 
inexpensively.  He  can  go  to  China  and  hire  them.  Through  satellite 
communication,  he  does  not  have  to  be  in  this  country  to  make  his 
business  work. 

Now,  I  am  sure  that  he  wants  to  stay  in  this  country.  But  is  it 
not  interesting  that  the  people  in  Washington — this  is  kind  of  like 
see  Dick,  see  Jane,  see  Dick  run.  This  is  so  obvious  when  you  bring 
it  up.  Yet  the  fear  is  he  is  too  big  and  too  successful.  Too  big  and 
too  successful  in  Japan  is  a  plus.  Too  big  and  too  successful  in  Ger- 
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many  is  a  plus.  All  around  the  world  big  is  beautiful.  Here  big  is 

ugly- 
Mr.  Baker.  Can  we  not  agree  that  the  removal  of  the  free  trade 
barriers  are  simply  a  removal  of  restraint  on  reasonable  and  effi- 
cient economic  business  activities,  and  that  if  we  allow  our  Ameri- 
can business  to  compete  on  a  regulatory  basis  that  it  is  comparable 
to  Japan,  a  very  modern  society? 

How  is  it  that  their  producers  can  effectively  compete  with 
American  products  in  our  own  market  after  we  place  tariffs  on 
them  with  the  wage  rates  that  they  pay? 

There  are  so  many  other  factors  in  the  cost  of  doing  business. 
You  cite  health  care,  insurance,  and  all  of  the  regulatory  oversight. 

Is  that  not  the  biggest  component  of  cost? 

Mr.  Perot.  Let's  go  to  Japan  inside  the  business.  The  car  capital 
of  the  world  is  Toyota  City  and  not  Detroit.  That  is  just  hard  to 
believe.  It  is  hard  to  believe  that  a  guy  who  is  a  high  school  gradu- 
ate walking  around  the  streets  of  Japan  in  1946  picking  up  pieces 
of  scrap  iron,  Mr.  Honda,  is  the  number  4  car  maker  in  the  world. 
Toyota,  which  was  bankrupt  in  1951,  finally  let  Mr.  Toyota  come 
back  in.  He  was  considered  a  war  criminal.  Now  he  is  the  number 
3  car  maker  in  the  world. 

When  you  go  in  the  gate  in  Toyota  City,  it  tells  you  everything 
that  you  will  not  find  on  a  gate  in  Detroit.  The  words  are,  "Every 
employee  is  a  brother."  I  mean  they  are  a  tightly  knit  unified 
team.  We  have  an  adversarial  relationship  in  many  of  our  compa- 
nies between  management  and  labor.  It  breaks  my  heart. 

Mr.  Baker.  But  Government  policy  is  the  genesis  of  a  lot  of  it. 

Mr.  Perot.  That  helps  that.  But  where  you  have  that  gap,  a  di- 
vided team  will  tend  to  lose  to  a  united  team.  I  know  that  a  lot  of 
progress  has  been  made  on  that,  but  it  is  still  a  problem  in  our 
country. 

In  the  final  analysis  though,  let's  assume  that  we  did  everything 
right,  just  like  you  said.  Let's  leave  some  things  in  that  have  to 
stay  in.  You  see,  we  have  to  protect  the  environment.  Most  of  the 
rest  of  the  world  does  not  have  that  sense  of  urgency.  Just  the  en- 
vironmental costs  would  be  enough  to  cause  you  to  go  to  the  cheap- 
est labor  market  in  the  world. 

Now,  everybody's  dream,  and  this  is  really  important— you  say 
that  Mexico  is  so  unique,  so  unique  for  this  reason.  It  is  on  the 
border  of  the  biggest  market  in  the  world.  To  the  north  is  expen- 
sive labor,  Canada.  To  the  south  is  dirt  cheap  labor.  It  is  the  finest 
place  in  the  world  to  be,  because  you  have  eliminated  the  transpor- 
tation cost. 

Would  you  rather  ship  from  Japan  or  from  Mexico?  It  is  pretty 
simple.  The  Japanese  will  be  there  big  time.  They  will  not  be  put- 
ting manufacturing  jobs  in  this  country,  if  we  do  this  deal  now.  Go 
across  the  border.  Pollution  and  all  of  that,  there  is  talk.  There  are 
laws  on  the  books.  Nobody  enforces  them.  Pay  the  right  guy  off, 
and  he  will  turn  away. 

In  the  Midwest  somewhere,  we  have  got  to  keep  it  straight,  and 
we  want  it  kept  straight.  Certainly,  in  Los  Angeles,  and  in  Denver, 
and  those  places  where  you  can  see  it  in  the  air,  we  have  to  deal 
with  it.  These  are  special  burdens  that  we  are  dealing  with,  that 
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the  rest  of  the  world  does  not  care  about.  They  just  want  a  job  at 
any  price.  It  is  26  cents  in  China. 

Mr.  Baker.  Thank  you. 

Mr.  LaFalce.  Mr.  Perot,  because  the  bells  have  rung,  we  will 
have  one  more  questioner  for  5  minutes.  Then  we  will  take  ap- 
proximately a  15-minute  recess  in  order  to  respond  to  the  call  for 
voting  on  the  floor.  Our  next  questioner  is  Mr.  Wyden  of  Oregon. 

Mr.  Wyden.  Thank  you,  Mr.  Chairman. 

Mr.  Perot,  the  President  has  said  that  we  have  gone  from  a  $6- 
billion  trade  deficit  with  Mexico  to  a  $5-billion  surplus  over  the  last 
5  years.  The  President  says  that  the  proposed  agreement  has  some 
problems  that  he  wants  corrected,  before  he  wants  to  go  forward. 

It  seems  to  me  that  if  you  kill  the  North  American  Free  Trade 
Agreement,  you  lose  the  chance  to  solve  many  of  the  problems  that 
you  very  correctly  describe.  Now,  you  said  that,  in  effect,  what  we 
were  doing  was  signing  a  contract  and  working  out  the  details.  I 
would  beg  to  suggest  that  the  President  is  not  doing  that.  He  says 
we  are  going  to  do  it  all  together.  We  are  going  to  do  the  North 
American  Free  Trade  Agreement  and  these  side  deals  together. 

So,  it  is  one  package.  That  is  the  contract.  It  is  not  signed  until  it 
gets  out  of  Congress.  He  is  going  to  propose  it,  and  we  can  work  on 
it,  and  change  the  contract.  When  we  pass  it,  then  it  is  signed. 

Now,  if  you  get  a  good  contract,  we  can  reduce  these  tariffs,  and 
you  correctly  say  that  is  a  plus  and  that  will  help  us  keep  jobs 
here.  We  could  do  something  about  their  quotas  and  their  ridicu- 
lous import  license  rules.  That  is  a  problem.  If  we  do  that,  we  will 
keep  jobs  here.  We  can  also  toughen  up  the  environment  laws.  We 
can  have  some  enforcement,  which  you  correctly  again  say  is  a 
problem. 

If  the  President  wants  to  do  all  of  those  things,  then  it  seems  to 
me  that  if  we  do  them,  and  do  them  right,  that  we  are  going  to  be 
able  to  create  jobs  here,  high-skill  and  high-wage  jobs,  and  family- 
wage  jobs  by  building  products  here  and  selling  them  here. 

Why  should  we  not  give  the  President  the  opportunity  to  do  this 
job  and  to  do  it  right,  given  the  fact  that  all  of  these  problems  that 
you  have  described  are  happening  under  the  status  quo? 

Mr.  Perot.  We  should.  That  is  what  I  said. 

Mr.  Wyden.  So,  you  are  with  the  President? 

Mr.  Perot.  Give  him  the  chance  to  do  it,  and  do  it  right,  yes.  But 
not  feel  that  he  has  got  to  just  press  through  with  this  thing  that 
was  created  before  we  got  there. 

Now  we  have  got  a  little  mirage  going  on  here  in  terms  of  this 
trade  surplus.  That  is  all  that  one  time  stuff  that  we  are  shipping 
down  there  to  build  these  factories.  I  will  sit  here  and  bet  anybody 
whatever  you  want  to  bet  that  we  will  have  a  trade  deficit  here 
pretty  shortly.  Because  we  will  have  gotten  through  the  bubble  of 
creating  their  factories.  They  will  learn  how  to  create  their  own 
factories.  They  will  be  buying  machine  tools  from  all  over  the 
world. 

Step  two  is  that  they  will  be  making  their  own  machine  tools 
shortly,  et  cetera.  If  you  are  smart  enough  to  make  products,  you 
can  make  machine  tools. 

So,  this  temporary  mirage  of  a  surplus  that  is  floating  through 
here  will  not  last.  They  will  be  shipping  huge  quantities  of  goods  to 
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us.  They  will  be  shipping  huge  quantities  of  goods  to  their  own 
people.  Since  it  is  so  inexpensive  to  make  things  there,  what  will 
we  be  shipping  to  Mexico?  I  have  to  have  something  to  sell  to  ship 
them  something.  So,  we  have  that  problem. 

You  said,  "Why  do  we  want  to  scrap  the  whole  thing."  I  did  not 
propose  that.  I  am  saying  let's  make  sure  that  we  get  it  done  right. 
I  think  that  it  is  what,  a  2,000-page  document?  Most  people  would 
have  a  migraine  headache  just  trying  to  remember  everything  that 
is  in  it,  and  the  fine  print  will  kill  you.  But  assuming  that  they  get 
through  all  of  that,  I  think  that  it  would  be  simpler  and  cleaner 
just  to  say  to  Mexico  let's  just  work  out  a  new  one  together,  and 
move  quickly,  and  try  to  do  it  in  less  than  2,000  pages,  and  come 
up  with  something  that  really  works.  That  is  the  objective. 

Mr.  Wyden.  I  am  pleased  to  hear  that  you  think  the  President 
ought  to  have  a  chance  to  do  it  right. 

Mr.  Perot.  Were  you  here  when  I  made  my  presentation? 

Mr.  Wyden.  I  was  listening  to  every  bit  of  it. 

Mr.  Perot.  That  is  what  I  said. 

Mr.  Wyden.  I  do  not  think  that  this  surplus  is  a  mirage.  U.S.  ex- 
ports rose  from  $12.4  billion  in  1986  to  over  $40  billion  in  1992. 

Mr.  Perot.  Look  at  what  happened.  That  is  when  they  were 
building  all  of  the  factories. 

Mr.  Wyden.  The  International  Trade  Commission  said 

Mr.  Perot.  That  is  when  they  were  building  the  factories  in 
Mexico.  We  were  shipping  stuff  down  to  Mexico,  dismantling  our 
work  force  and  our  factories  in  this  country.  The  long-term  debt 
will  dwarf  that  temporary  trade  surplus  in  terms  of  the  debt  in  our 
country. 

Mr.  Wyden.  I  know  that  for  the  small  businesses,  the  small  busi- 
nesses in  particular,  they  cannot  afford  to  close  down  overnight 
and  go  to  Mexico.  Maybe  some  of  the  big  ones  are,  but  I  can  tell 
you  that  if  we  can  get  those  tariff  reductions,  which  is  a  key  part  of 
it,  because  the  Mexican  tariffs  are  higher  than  ours,  we  are  going 
to  keep  a  lot  of  small  businesses  on  our  shore.  I  want  to  work  with 
you  and  the  President  to  do  that. 

Thank  you,  Mr.  Chairman. 

Mr.  Perot.  Nobody  can  close  down  overnight.  It  takes  a  few 
years.  But  when  you  make  a  deal  like  this,  you  need  to  look  5  or  10 
years  out  there  to  say  why  would  anybody  want  to  make  something 
here.  With  all  of  the  headaches  up  here,  and  the  total  absence  of 
headaches  down  there,  and  cheap  labor. 

Mr.  LaFalce.  One  of  the  concerns,  too,  was  with  time  delivery 
systems.  The  small  businesses  who  are  supplying  the  big  businesses 
in  the  United  States.  If  that  big  business  should  go  down  to  Mexico, 
you  might  find  it  very  difficult  to  follow  the  business. 

Mr.  Perot.  Right. 

Mrs.  Meyers.  Mr.  Chairman,  I  have  had  some  requests  on  my 
side  that  because  of  the  short  time  of  questioning  if  people  could 
have  the  opportunity  to  submit  questions  to  Mr.  Perot,  and  with 
his  permission,  have  them  printed  in  the  record. 

Mr.  LaFalce.  We  surely  will  keep  the  record  open  for  all  ques- 
tions to  be  submitted  to  Mr.  Perot.  With  respect  to  the  answers, 
that  is  up  to  Mr.  Perot. 

Mrs.  Meyers.  The  answers  should  be  there,  too. 
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Mr.  LaFalce.  The  committee  will  stand  in  recess  for  approxi- 
mately 15  minutes.  It  is  my  understanding  that  there  are  two 
votes.  We  will  resume. 

I  would  also  remind  the  individuals  in  the  audience  that  once 
you  leave  your  seats,  others  may  come  in  and  take  them.  So,  you 
leave  at  your  own  peril. 

The  committee  stands  in  recess. 

[Recess.] 

Chairman  LaFalce.  The  Small  Business  Committee  will  resume 
its  session. 

When  we  recessed,  we  had  completed  the  questioning  of  Mr. 
Wyden  of  Oregon,  and  we  were  about  to  call  on  the  next  Republi- 
can, Mr.  Hefley  of  Colorado. 

Mr.  Hefley.  Thank  you,  Mr.  Chairman.  Mr.  Perot,  we  appreciate 
you  coming  today,  and  many  of  the  things  you  said  were  very  inter- 
esting. But  I  do  not  think  anything  that  you  said  drove  to  the  issue 
more  fully  than  the  item  that  Mr.  Baker  mentioned  earlier.  That 
is,  you  said  it  is  tough  to  do  business,  or  hard  to  do  business  in  the 
United  States  sometimes,  and  it  is  easy  to  do  business  other  places. 
I  think  this  is  a  condemnation  of  our  system  that  ought  to  pierce  to 
the  hearts  of  the  members  of  this  committee  if  we  are  serious 
about  being  competitive  in  world  markets,  and  if  we  are  serious 
about  looking  at  our  market  as  a  world  market,  instead  of  just  as  a 
local  market,  which  I  think  we  certainly  have  to  do.  Let  me  pursue 
that  just  a  little  more. 

We  have  done  all  kinds  of  things  that  are  theoretically  good.  We 
have  done  OSHA,  we  have  done  environmental  constraints,  we 
have  done  product  liability,  and  we  have  done  health  and  retire- 
ment benefits.  There  is  good  in  all  of  those  things. 

But  as  you  gave  your  responses  to  Mr.  Baker,  on  the  one  hand  it 
was  my  sense  that  you  were  saying  that  maybe  we  had  gone  too  far 
in  some  of  those  if  we  ever  really  want  to  be  competitive.  On  the 
other  hand  you  seem  to  be  saying  but  we  have  to  do  these  things. 

Do  you  think  we  have  gone  too  far? 

For  instance,  the  product  liability  that  has  driven  the  private 
aviation  industry  out  of  this  country — Piper,  for  crying  out-loud,  an 
old  American  company  like  Piper  has  gone  to  Canada. 

Have  we  gone  too  far,  and  what  do  we  need  to  do?  If  we  have 
gone  too  far,  what  do  we  have  to  do  to  rein  that  back  in? 

Mr.  Perot.  Yes;  I  think  you  have  to  take  it  industry  by  industry. 
You  picked  a  home  run  hitter  there  in  that  we  gave  up  the  small 
aircraft  industry  just  because  people  who  cannot  fly  very  well  sue 
the  airplane  manufacturer  when  they  crash.  Right?  That  is  about 
as  succinctly  as  I  can  say  it.  So,  our  liability  standards  in  this  coun- 
try are  very  high,  and  that  costs  a  lot  of  people  jobs  around  the 
country. 

We  want  our  workers  to  have  the  highest  standard  of  living  in 
the  world,  but,  see,  the  same  people  who  right  here  want  that  will 
turn  around  the  next  day  and  make  a  slave  labor  deal  around  the 
world  and  wonder  where  all  the  jobs  went. 

I  have  concluded,  from  watching  this  over  a  period  of  years,  they 
do  not  know  what  they  are  doing.  They  are  good  people.  They 
would  not  do  that  on  purpose.  I  have  said  again  and  again  you 
would  not  hire  me  to  do  brain  surgery.  I  do  not  know  how  to  do  it. 
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You  would  not  hire  me  as  your  lawyer.  I  do  not  know  how  to  do 
that.  But  we  need  to  have  people  who  are  making  these  deals  who 
understand  all  the  interplay  of  business,  and  how  it  works,  but 
there  is  a  tendency  to  never  let  them — only  in  American  would  you 
not  let  people  around  it  who  understand  business  and  let  people 
around  it  who  are  leaving  a  job  as  a  registered  foreign  lobbyist  to 
come  in  as  trade  negotiators.  This  is  the  kind  of  odd  stuff  we  do. 

Now,  there  are  no  villains  here,  but  boy  we  do  a  lot  of  damage. 

Mr.  Hefley.  Well,  Mr.  Perot,  we  have  a  great  deal  of  respect  for 
you  as  a  businessman,  and  I  guess  I  would  love  for  you  to  use  your 
considerable  influence  to  try  to  get  us  back  on  track  to  a  sensible 
approach  to  a  marriage  between  business  and  Government  so  that 
we  can  get  rid  of  some  of  the  excesses  we  have  done  with  some  of 
these  items. 

Mr.  Perot.  We  need  to.  Anything  I  could  ever  contribute  to  that, 
I  would  be  happy  to  do. 

Mr.  Hefley.  Well,  you  also  said  that  you  do  not  destroy  your  cus- 
tomer. NAFTA,  it  appears  to  me,  would  open  up  Mexico's  markets 
for  the  kind  of  capital  and  manufactured  goods  in  which  we  are 
competitive.  The  growth,  it  seems  to  me,  is  already  occurring  there. 
Since  1986,  when  Mexico  entered  the  GATT  agreements,  the 
United  States  exports  to  Mexico  had  tripled,  creating  over  400,000 
American  jobs.  Over  80  percent  of  these  jobs  are  high-wage  manu- 
facturing jobs. 

If  we  had  NAFTA  would  that  not  simply  create  more  of  these 
good  American  jobs  if  we  have  a  market  down  there  that  is  better 
able  to  buy  our  products? 

Mr.  Perot.  No,  sir. 

Mr.  Hefley.  Tell  us  why. 

Mr.  Perot.  Because  of  the  huge  wage  differential.  Temporarily, 
they  may  call  on  us  to  help  them  build  factories  and  help  them  as- 
semble tools  and  what  have  you  to  make  the  goods,  and  that  is 
what  this  surge  in  exports  has  been. 

Once  they  become  adept  at  this,  they  will  not  need  us  anymore, 
and  they  will  be  reaching  to  the  next  level  and  the  next  level. 

Now,  study  our  competitors  around  the  world.  They  start  out 
with  fairly  modest  products.  Then  over  a  period  of  time  build  an 
industrial  base,  build  their  educational  system,  their  educational 
base.  Then  they  move  into  the  high-technology  industries  and  the 
industries  of  tomorrow.  Our  great  country  has  no  plan  to  dominate 
or  capture  the  industries  of  tomorrow.  As  a  matter  of  fact,  we  are 
busy  giving  them  away  right  now.  There  is  no  reason  why  Mexico 
in  10  years,  as  long  as  they  have  this  huge  wage  differential — it  is 
so  big  you  can  quadruple  the  wages  and  they  have  still  got  a  huge 
advantage — will  not  be  able  to  do  anything  we  do. 

For  example,  are  you  familiar  with  the  drug  manufacturing  that 
our  pharmaceutical  companies  do  in  Puerto  Rico? 

It  is  driven  by  low  wages  and  all  kinds  of  incentives  to  leave  this 
country  and  make  drugs  in  Puerto  Rico  and  ship  them  back  to  this 
country.  It  could  be  done  easily  in  Mexico.  I  think  the  thing  that 
you  will  definitely  see  in  a  few  years  is  you  will  be  just  stunned  at 
the  international  business  community  that  has  factories  in  Mexico, 
Because  as  long  as  we  are  still  perceived  to  be  the  biggest  buyer  in 
the  world,  then  they  have  this  tremendous  advantage  by  having 
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factories  there.  You  would  not  make  it  in  Europe  and  ship  it  over. 
You  would  not  make  it  in  Japan  and  ship  it  over.  You  would  make 
it  in  Mexico  and  ship  it  across  the  river. 

First,  you  save  a  lot  of  transportation  cost.  Second,  the  labor  is  a 
lot  cheaper.  Third,  they  have  got  a  stacked  deck  in  Europe  and  in 
Japan,  and  they  have  environmental  controls.  They  have  benefits 
for  their  people,  et  cetera,  et  cetera,  et  cetera. 

Mexico  is  in  the  catbird  seat  because  of  its  geography.  It  is  right 
next  to  us.  Canada  could  be,  but  Canada  has  a  standard  of  living 
comparable  to  ours,  and  so,  a  trade  agreement  with  Canada  is  an 
easier  thing  to  do  and  can  work  to  the  mutual  benefit  of  both  coun- 
tries. 

Chairman  LaFalce.  Time  of  the  gentleman  has  expired. 

Mr.  Hefley.  Thank  you. 

Chairman  LaFalce.  I  next  call  upon  the  distinguished  member 
of  this  committee,  but  also  the  Chairman  of  the  Government  Oper- 
ations Committee,  and  I  want  to  thank  you  publicly  for  allowing  us 
to  use  the  Government  Operations  Committee  room  for  this  hear- 
ing in  anticipation  of  a  larger  than  normal  attendance,  both  on  the 
part  of  the  members  and  the  public,  Mr.  Conyers. 

Mr.  Conyers.  Thank  you,  Mr.  Chairman. 

Mr.  Perot.  How  are  you? 

Mr.  Conyers.  Good  afternoon,  sir.  Welcome  to  the  Government 
Operations  Committee. 

Mr.  Perot,  have  you  ever  been  before  the  Government  Operations 
Committee  before,  like  in  1971? 

Mr.  Perot.  You  must  know  something  I  forgot.  I  may  have  been. 
Who  was  in  charge — what  was  the  subject? 

Mr.  Conyers.  It  dealt  with  disposal  of  backlogged  Medicare 
claims. 

Mr.  Perot.  Who  was  the  chairman? 

Mr.  Conyers.  Well,  we  are  trying  to  find  out.  I  think  it  was  then 
Congressman  Fountain. 

Mr.  Perot.  Yes;  sure,  from  Carolina. 

Mr.  Conyers.  OK.  Well,  welcome  back  again. 

Mr.  Perot.  Nice  to  be  back. 

Mr.  Conyers.  Now,  let  me  ask  you  about  the  cheap  labor  prob- 
lem due  to  wage  differentials,  which  is  pretty  obvious,  an  obvious 
flaw  in  the  free  trade  agreement. 

Do  you  support  the  principles  of  collective  bargaining? 

Mr.  Perot.  Yes. 

Mr.  Conyers.  Do  you  have  unions  in  your  operations? 

Mr.  Perot.  No. 

Mr.  Conyers.  Could  you  explain  why  not? 

Mr.  Perot.  Sure. 

Mr.  Conyers.  Thank  you. 

Mr.  Perot.  We  never  had  an  adversarial  relationship.  We  were 
one  team.  From  the  day  I  started,  everybody  had  the  same  benefits 
I  had.  Everybody  had  the  same  retirement  plan  I  had.  We  did  not 
have  these  multiple-tiered  things.  We  were  all  in  the  same  life 
boat,  rowing  hard  together.  So,  I  have  said  that  when  you — in  the 
companies  I  have  been  associated  with  where  you  had  this,  you  had 
a  gap  between  labor  and  management  that  was  just  tragic.  We 
would  never  allow  the  word  "labor"  to  be  used  in  one  of  my  compa- 
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nies.  We  are  all  in  it  together.  We  are  all  associates.  We  are  a 
team.  We  do  not  get  into  this  tier  structure  stuff. 

I  will  never  forget  when  GM  came  down  to  look  at  my  company, 
and  we  got  ready  to  go  to  lunch.  The  chairman  was  shocked  that  I 
went  to  the  cafeteria.  Then  he  was  shocked  that  I  stood  in  line.  I 
pointed  out  most  of  these  guys  were  bigger  than  I  was,  so  you 
better  stand  in  line.  Then  he  was  shocked  at  all  how  good  the  food 
was.  I  said,  if  you  ate  in  your  cafeteria,  the  food  would  probably  be 
good,  too. 

[Laughter.] 

So,  24  hours  a  day,  7  days  a  week,  any  time  anybody  who  is  asso- 
ciated with  me  has  a  personal  crisis,  I  am  notified,  and  they  get 
their  children,  or  whoever  it  is  gets  the  same  treatment  my  chil- 
dren would. 

The  point  is,  when  we  were  tiny,  we  had  to  compete  against  the 
biggest  companies  in  the  world.  We  just  used  to  beat  the  hell  out  of 
them,  because  we  were  a  united  team  and  they  were  all  sitting  up 
there  with  their  little  fiefdoms,  and  their  political  in-fighting,  and 
what  have  you. 

But  certainly  you  talk  to  the  people  at  General  Motors,  I  think 
they  will  make  it  very  clear  of  my  concern  for  the  people  who  do 
the  work,  because  in  my  businesses  it  is  really  very  simple.  When 
things  are  going  wrong,  if  you  go  down  and  ask  those  folks  who  are 
out  there  on  the  front  lines  with  the  customers  and  say,  what  is 
wrong  and  how  do  we  fix  it,  if  they  trust  you,  they  will  tell  you, 
and  you  have  fixed  it,  and  you  go  on  to  the  next  one.  That  sure 
beats  hiring  a  consultant  and  6  months  later  having  some  guy  who 
did  not  understand  the  problem  give  you  a  presentation  with  col- 
ored slides  that  does  not  work. 

Mr.  Conyers.  Thank  you. 

Would  you  be  willing  to  meet  with  President  Clinton  over  this 
subject  if  he  were  to  invite  you  to  the  White  House? 

Mr.  Perot.  Certainly.  But,  again,  I  do  not  want  in  any  way  to 
infer  that  I  am  asking  for  an  invitation.  He  is  a  very  busy  man.  I 
think  that  you  know  the  answer.  I  cannot  imagine  any  citizen  in 
this  country  who  would  not  be  willing  to  speak  to  the  leader  of  our 
country  if  he  could  make  any  contribution.  But  I  am  not  requesting 
it,  and  in  no  way  am  I  here  today  saying  let  me  get  in  the  middle 
of  this.  I  am  here  because  you  asked  me  to  come. 

Mr.  Conyers.  I  understand  that,  and  we  are  glad  that  you  are 
here. 

Mr.  Perot.  I  am  neglecting  my  business,  but  I  am  here. 

Mr.  Conyers.  Well,  you  are  a  patriot,  and  we  knew  that  you 
would  come  if  you  were  invited,  and  I  am  sure  you  would  respond 
to  the  President  if  he  invited  you,  and  I  hope  that  he  does. 

Mr.  Perot.  Let  me  say  one  more  thing.  There  is  a  term  in  the 
horse  business,  "used  hard  and  put  up  wet."  I  mean,  when  you 
finish  riding  him  all  day,  you  just  threw  him  out  in  the  pasture 
and  did  not  dry  him  off  or  anything.  On  more  than  one  occasion 
that  has  happened  to  me  in  this  country,  and  so  before  I  waste 
time  on  projects  now  I  want  to  know  if  this  is  something  we  are 
serious  about  or  is  this  just  more  show  business.  If  this  is  image 
and  talk,  I  do  not  want  to  waste  any  time  on  it.  I  have  spent  too 
much  time  in  my  life  on  things  I  thought  they  were  interested  in 
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doing,  and  all  they  wanted  to  do  is  use  me  as  an  image  of  activity, 
and  then  typically  some  other  problem  would  come  up,  and  they 
would  drop  it  in  midstream,  and  I  do  not  want  to  be  any  part  of 
that. 

Mr.  Conyers.  Well,  I  am  sure  if  the  President  extended  you  an 
invitation 

Mr.  Perot.  Oh,  to  visit.  That  is  fine. 

Mr.  Conyers.  It  would  be  a  serious  proposition. 

Mr.  Perot.  Absolutely.  He  would  be  serious,  and  it  would  be  my 
privilege. 

Mr.  Conyers.  Last  consideration,  sir,  is  about  the  environment. 
Now,  how  do  we  come  out  on  this?  Environment  regulations  are 
poor  to  nonexistent  in  Mexico. 

Mr.  Perot.  Right. 

Mr.  Conyers.  We  are  investing  a  great  deal  in  improving  ours. 

Do  you  support  the  improvements  that  we  have  to  make  in  our 
environment,  and  do  you  support  the  improvements  that  Mexico 
ought  to  make  in  their  environment? 

Mr.  Perot.  I  support  the  hard-minded  improvements  that  need  to 
be  made  in  our  environment  to  protect  our  people  and  to  protect 
the  environment's  future,  because  only  a  fool  would  destroy  his 
own  house,  and  the  planet  is  our  home.  So,  we  have  to  do  that. 

Now,  on  the  other  hand,  if  we  do  it  and  nobody  else  does,  the 
planet  will  still  be  destroyed.  Now,  we  may  not  have  a  polluted 
river  here,  but  the  ozone  layer  disappears  because  of  what  other 
countries  around  the  world  did  not  do  and  so  on  and  so  forth. 
There  needs  to  be  a  worldwide  global  effort.  In  all  candor,  there  is 
not  a  lot  of  energy  in  most  of  the  developing  countries  and  in  the 
third  world  countries  where  you  just  try  to  get  enough  to  live  all 
day.  There  is  no  thought  of  it.  Like  the  loss  of  the  rain  forest  in 
Brazil  is  a  tragedy,  just  a  tragedy,  because  that  will  take  decades  to 
reproduce. 

Mr.  Conyers.  Spoken  like  a  true  environmentalist. 

Mr.  Perot.  But  a  hard-headed  one. 

Now,  again,  if  you  said,  OK,  Ross,  we  will  fix  everything,  every- 
thing between  the  United  States  and  Mexico  to  balance  it  out,  but 
they  can  continue  to  dump  in  the  rivers  and  have  smoke  stacks 
pumping  the  air  and  what  have  you,  do  you  think  we  can  compete? 

I  say,  no;  that  differential  alone  will  put  you  in  the  tank,  because 
that  is  a  very  expensive  thing  to  fix,  right? 

Mr.  Conyers.  Right. 

Mr.  Perot.  If  they  do  not  have  to  do  it,  and  we  have  to  do  it,  our 
product  will  cost  more  than  theirs. 

Finally,  and  I  need  to  say  this  to  every  member  of  the  commit- 
tee, and  I  hope  the  press  will  print  it.  Do  not  ever  forget  which  way 
the  wind  blows  down  there.  It  blows  from  the  south,  and  we  are  to 
the  north.  So,  it  is  kind  of  interesting — it  flushes  it  out  of  there.  If 
you  have  factories  in  the  border,  we  get  the  full  benefit  of  the  pol- 
lution, and  that  is  something  we  do  not  need. 

Mr.  Conyers.  Thank  you,  Mr.  Chairman. 

Chairman  LaFalce.  Time  has  almost  expired. 

There  is  a  vote  taking  place  on  the  floor  right  now.  We  probably 
have  about  11  to  12  minutes  or  so.  It  is  a  motion  to  adjourn.  It  is 
the  intention  of  the  Chair  to  miss  that  vote  and  to  continue  the  de- 
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liberations  of  the  Small  Business  Committee.  I  will  allow  the  mem- 
bers of  the  Small  Business  Committee  to  make  their  own  judg- 
ments as  to  what  they  should  do.  But  if  they  want  to  go  vote  and 
come  back,  I  will  be  here  and  Mr.  Perot  will  still  be  here.  If  you 
want  to  miss  that  vote,  that  is  your  choice. 

Mr.  Bilbray.  Mr.  Chairman,  I  presume  that  we  will  not  lose  our 
order. 

Chairman  LaFalce.  That  is  correct. 

Mr.  Machtley,  do  you  wish  to  take  your  5  minutes  now?  Mr. 
Machtley  of  Rhode  Island. 

Mr.  Machtley.  Thank  you,  Mr.  Chairman.  I  would  like  to  do 

that. 

Mr.  Perot,  it  is  a  pleasure  and  honor  for  us  to  have  you  here.  As 
a  fellow  member  of  the  Naval  Academy,  it  is  a  distinct  honor  that 
you  represent  us  as  alumni  around  the  world,  speaking  with  what  I 
think  is  a  lot  of  common  sense. 

In  Lester  Thurow's  recent  book,  Head  to  Head,  he  talks  about 
this  ability  to  compete  with  other  Nations,  and  he  talks  about  wage 
equalization.  That  as  workers  we  only  have  time  and  skill  to  offer. 
The  problem  that  I  have  with  the  North  American  Free  Trade 
Agreement  is  that  with  all  of  the  side  agreements  being  made,  I 
am  not  sure  what  the  total  agreement  will  really  look  like.  I  come 
from  an  area  in  Rhode  Island  where  there  are  textile  machines 
which  anyone  can  buy.  Let  us  assume  that  you  had  the  chance  to 
sit  down  and  negotiate  out  an  agreement. 

Is  it  possible  to  ever  develop  an  agreement  which  would  keep 
American  jobs  in  America  when  there  is  such  a  wage  differential; 
58  cents  an  hour  in  Mexico  compared  with  anything  between  $4.50, 
to  $16  an  hour  in  the  United  States.  How  could  we  ever  create  an 
agreement?  Since  this  agreement  was  probably  in  response  to  the 
European  Common  Market,  is  it  your  view  that  that  common 
market  may  not  work  out  as  they  had  originally  anticipated,  and, 
therefore,  we  would  not  even  need  a  North  American  Free  Trade 
Agreement?  Could  we  create  a  document  which  would  ever  make 
up  that  difference  on  the  wages?  Second,  is  the  agreement  really 
necessary  if  the  European  Common  Market  does  not  work  out  as 
anticipated. 

Mr.  Perot.  Well,  I  think  the  European  Common  Market,  united 
Europe  is  probably  in  trouble  now.  There  is  a  great  concept,  and  I 
think  it  would  be  good  for  the  world  if  it  could  work  out.  But  my 
sense,  and  you  are  probably  better  informed  than  I  on  that,  is  that 
it  is  in  trouble,  and  it  is  going  to  be  difficult  to  do,  and  it  is  going  to 
be  difficult  to  have  a  single  currency  in  Europe.  So,  that  is  prob- 
ably not  as  imminent  as  we  once  thought  it  was.  The  day-to-day 
problems  in  Russia  complicate  it  even  more. 

Coming  back  to  how  you — industries  like  the  textile  industry — 
now,  I  consider,  first,  the  book  you  mentioned  is  one  of  the  finest 
books  I  think  that  has  been  written  in  recent  years.  I  wish  every 
American  would  read  it  to  get  an  understanding.  He  is  the  only 
economist  I  know 

Chairman  LaFalce.  For  those  who  missed  it,  he  is  speaking  of 
Mr.  Lester  Thurow's  book  Head  to  Head. 

Mr.  Perot.  Yes;  he  is  the  only  economist  I  know  who  can  speak 
in  the  language  of  the  ordinary  citizen.  He  is  a  brilliant  man,  but 
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he  talks  plain  talk.  I  think  a  lot  of  it  has  to  do  with  where  he  grew 
up.  He  grew  up  on  a  farm  in  Nebraska,  I  believe,  or  somewhere  out 
West.  An  interesting  man.  His  ideas  are  very  sound. 

But  when  you  talk  about  the  low-technology  industries,  I  think 
this  has  become  a  crutch  we  have  used  in  our  country  where,  in 
fact,  many  of  these  "low  tech"  making  shoes,  making  clothing, 
making  textiles — we  have  dealt  a  lot  of  those  industries  off  for  dip- 
lomatic reasons.  It  had  not  as  much  to  do  with  business  as  it  did 
with  diplomacy.  We  just  wanted  to  give  somebody's  economy  a 
boost,  and  we  cut  a  deal,  and  we  make  those  odd  little  deals  and 
suddenly  it  pops  up,  and  there  you  go. 

We  need  to  make  textiles  here.  We  need  to  make  shoes  here.  I 
had  someone  say,  "Ross,  why  do  we  need  to  make  shoes  here?"  I 
say  go  back  to  Valley  Forge.  I  mean,  we  fought  barefooted  in  the 
snow  because  we  ran  out  of  boots  in  Valley  Forge.  This  great  coun- 
try must  manufacture  if  it  is  to  remain  a  superpower.  We  must 
manufacture  if  we  are  going  to  defend  ourselves. 

If  you  do  not  have  a  Willow  Run  plant,  like  we  did  have  in 
World  War  II  making  automobiles,  you  cannot  convert  it  quickly  to 
making  airplanes  as  we  did. 

Now,  if  suddenly  all  of  our  manufacturing  is  south  of  the  border, 
and  we  get  into  a  military  conflict  that  our  neighbors  are  not  that 
excited  about,  what  do  we  do? 

We  have  to  make  things.  We  have  to  be  able  to  make  clothing. 

Now,  for  example,  you  say  nobody  wants  to  make  clothing.  The 
assumption  is  that  we  are  all  rocket  scientists  and  Ph.D's.  The 
facts  are  we  have  got  the  least  effective  education  system  in  the 
industrialized  world.  So,  we  are  going  the  other  way  in  terms  of 
our  education  of  our  children.  We  have  a  lot  of  people  who  just 
need  honest  work.  When  you  hit  the  inner  cities,  the  enterprise 
zones,  it  is  a  perfect  place  to  do  textiles.  It  is  a  perfect  place  to  do 
the  kinds  of  things  that  we  typically  have  shipped  to  Asia  in  earli- 
er decades.  We  need  to  be  in  those  businesses  here.  I  am  embar- 
rassed. You  are  from  what  State,  sir? 

Mr.  Machtley.  Rhode  Island. 

Mr.  Perot.  From  Rhode  Island.  Well,  you  had  a  huge  textile  in- 
dustry there  at  one  time. 

Mr.  Machtley.  That  is  why  I  was  asking  the  question. 

Mr.  Perot.  But,  again,  your  workers  had  these  standards  of  the 
United  States,  the  minimum  wage,  the  benefits,  so  on  and  so  forth. 
Somewhere  out  there  you  can  find  people  who  do  not  have  any  of 
those  standards.  There  is  a  high  fashioned  designer  and  manufac- 
turer in  Dallas  who  pays  his  workers  $12.50  an  hour.  He  has  final- 
ly gone  across  the  border  to  58  cents  an  hour  and  it  had  nothing  to 
do  with  money.  He  went  across  the  border.  He  just  got  tired  of  the 
fact  that  everybody  was  bugging  him  that  he  let  these  workers 
work  in  their  homes.  He  did  it  because  they  had  children.  He 
thought  it  was  the  right  thing  to  do. 

Mr.  Machtley.  Well,  that  was  my  question.  Is  it  possible,  be- 
cause of  that  differential  in  some  of  these  industries,  to  structure 
an  agreement  which  would  not  suck  these  workers  out? 

Mr.  Perot.  Yes. 

Mr.  Machtley.  How  would  we  do  that? 
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Mr.  Perot.  Well,  it  is  going  to  take  awhile  to  do  it.  I  could  not  do 
it  extemporaneously  here  today.  But  I  would  say  you  give  a  small 
town  or  group  that  challenge;  give  them  30  days  to  come  back  to 
you.  They  will  come  back  with  some  great  ideas  about  how  to  do  it. 

Then  when  you  open  the  borders  completely,  you  do  it  when  the 
wages  are  comparable,  and  it  is  only  on  brains  and  wits  that  you 
win  and  lose.  You  cannot  just  dump  it  down  to  the  cheapest  labor. 

Now,  somewhere  down  there  in  Mexico  there  is  another  country 
that  is  cheaper  than  Mexico  that  is  now  getting  a  lot  of  shirt  busi- 
ness and  what  have  you.  If  all  we  do  is  keep  looking  for  the  world's 
cheapest  labor,  all  we  are  going  to  do  is  destroy  our  standard  of 
living  and  absolutely  destroy  our  ability  to  ever  pay  our  bills  and 
pay  off  our  debt,  I  think. 

If  anybody  can  see  how  we  avoid  this,  I  would  be  delighted  to 
change  my  position. 

Chairman  LaFalce.  Thank  you.  The  time  for  the  gentleman 
from  Rhode  Island  has  expired. 

Mr.  Machtley.  Thank  you  very  much. 

Chairman  LaFalce.  Mr.  Johnson  of  Texas. 

Mr.  Johnson.  Thank  you,  Mr.  Chairman. 

Thanks,  Mr.  Perot.  I  guess  you  are  in  your  favorite  town  today, 
right? 

Mr.  Perot.  Right.  I  have  known  Sam  forever.  This  the  first  time 
he  ever  called  me  Mr.  Perot,  so  I  am  making  progress  here  today, 
Mr.  Chairman. 

Mr.  Johnson.  Well,  I  appreciate  being  your  congressman,  and  I 
have  to  say  that,  although  we  agree  on  probably  nearly  every  issue, 
this  is  one  we  do  disagree  on,  and  I  am  a  strong  supporter  of 
NAFTA  simply  because  I  think  it  is  good  for  Texas  and  good  for 
America. 

The  world  has  changed  before  our  eyes,  and  I  think,  as  you  point- 
ed out,  we  have  got  a  problem  with  our  military  which  is  a  totally 
different  structure  and  subject  today,  but  we  are  really  not  talking 
about  armies  anymore.  We  are  talking  about  quality  products, 
lower  prices,  and  better  services.  I  think  that  is  what  this  agree- 
ment is  all  about.  We  have  had  success  with  the  United  States- 
Canada  agreement,  so  I  think  that  we  can  possibly  have  some  more 
success  if  we  unite  our  North  American  continent  to  compete 
against  those  who  are  gaining  efforts  in  Japan  and  Europe. 

I  still  believe,  in  spite  of  the  fact  that  we  have  strong  interfer- 
ence from  Government,  which  you  mentioned,  and  I  totally  agree 
with,  that  America's  workers  can  and  will  outproduce  and  outper- 
form any  country  in  the  world  if  given  the  opportunity,  and  I  know 
you  believe  that  too. 

There  are  some  positives  out  of  the  agreement,  and  we've  seen 
early  evidence  in  Dallas,  Texas.  Do  you  know  the  guy  who  runs  "I 
Can't  Believe  It's  Yogurt"  there  in  Dallas? 

Mr.  Perot.  Yes. 

Mr.  Johnson.  Jim  Amos  is  the  president  of  that  international  di- 
vision, and  he  has  made  the  statement  that  Mexico  is  a  natural  ex- 
tension of  the  U.S.  market,  especially  for  Texas.  It  is  close  geo- 
graphically, and  the  Mexico  economy  is  becoming  more  and  more 
linked  to  our  global  business  community.  He  anticipates  continued 
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increases  in  their  Mexican  business  and  sees  their  efforts  there  as 
a  springboard  to  the  rest  of  Latin  America. 

In  1977,  they  began  operating,  and  in  November  1991,  they  began 
their  first  franchise  in  Mexico,  and  it  has  expanded  two-,  three-,  or 
fourfold  since  that  time.  They  are  making  the  product  in  Dallas 
and  shipping  it  to  Mexico,  and  they  do  not  intend  to  move  that 
manufacturing  operation  down  there. 

I  think  there  are  a  lot  of  companies  like  that.  I  would  like  to 
have  your  observation  on  the  success  of  this  yogurt  venture,  and  I 
can  name  you  some  others.  In  addition,  I  would  like  your  com- 
ments on  a  rumor,  or  whatever  it  is,  that  perhaps  Japan  may  take 
advantage  of  the  Mexican  economy  and  try  to  make  an  agreement, 
if  we  do  not.  They  would,  in  essence,  cut  us  out  of  the  pattern  both 
there  and  further  south  in  Latin  and  South  America.  Could  you 
comment  on  that? 

Mr.  Perot.  Well,  if  a  snack  food  company  in  Dallas  can  sell 
yogurt  in  Mexico,  I  am  pleased,  but  I  do  not  think  that  is  going  to 
have  much  impact  on  the  big  picture. 

Going  back  to  the  big  picture,  the  American  worker  at  his  stand- 
ard of  pay  and  his  standard  of  living  and  his  benefits,  I  do  not  care 
if  he  is  superman  leaping  over  tall  buildings  in  a  single  bound, 
cannot  produce  a  product  at  the  same  price  as  a  Mexican  worker 
making  58  cents  an  hour,  or  when  you  load  it  up,  $1.15  to  $1.20  an 
hour.  The  differential — if  I  have  got  to  spend  $500  bucks  a  month 
or  maybe  it  is  $400,  somewhere  in  that  range,  on  health  care  for 
the  U.S.  automobile  worker,  and  down  south  there  is  little  or  no 
health  care,  just  that  gap  alone  puts  me  at  a  huge  disadvantage. 
Then  I  have  his  pension  fund.  Now  we  have  family  leave  we  just 
added  to  it,  and  on,  and  on,  and  on.  All  of  those  things  that  cost 
money  here  do  not  cost  money  there. 

Your  thought  was  but  we  can  compete  together  with  them 
against  the  people  in  Asia.  I  feel  strongly  all  the  people  in  Asia 
will  be  down  there  selling  products  into  this  country  and  will  not 
be  building  factories  in  our  country.  We  just  destroyed  all  incentive 
for  them  to  build  a  factory  in  our  country  if  they  can  sit  across  the 
border  at  a  fraction  of  what  it  cost  to  pump  it  in  here. 

I  am  fascinated  that  the  Chinese  right  off  the  bat  can  build  a 
McDonnell:Douglas  commercial  airliner  at  half  the  price  we  can, 
and  they  say  it  is  comparable  in  terms  of  quality.  The  difference  is 
the  cost  of  labor. 

So,  across  the  world  this  labor  differential  cost — we  cannot  pay 
our  debt  if  we  drop  our  workers'  pay  to  meet  the  competition  head 
on.  Our  workers  could  not  pay  the  mortgages  on  their  houses,  and 
since  they  are  federally  guaranteed  that  would  be  another  FSLIC 
problem  for  Washington.  We  have  problems  every  where  we  turn 
now  because  of  our  large  debt.  If  we  tried  to  lower  the  standards  of 
our  work  force  to  meet  their  standards,  first,  none  of  us  would 
want  to,  and,  second,  if  we  meet  the  competition,  that  is  the  kind  of 
thing — head  on,  no  holds  barred,  which  is  the  kind  of  agreement 
we  have  entered  into.  To  use  Canada  as  an  example,  in  my  judg- 
ment, is  to  use  an  improper  analogy,  because  Canada  has  a  stand- 
ard of  living,  wages  and  benefits  comparable  to  ours.  It  would  be 
very  easy  to  work  out  an  agreement  with  Mexico  if  that  were  true. 
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The  thing  that  makes  this  so  difficult  is  the  totally  different 
standards,  and  the  fact  that  just  this  pollution  thing  alone.  As  I 
said  earlier,  if  you  balanced  everything  else  and  left  pollution  out, 
it  would  probably  still  be  tough  to  compete  head  on. 

Mr.  Johnson.  Well,  I  do  believe,  as  was  mentioned  earlier,  that 
the  President  has  talked  about  revising  the  pollution  part  of  that 
program  with  supplemental  agreements,  and  I  would  support  that 
too. 

Mr.  Perot.  Yes;  but  that  is  just  one  piece  of  it. 

Mr.  Johnson.  Right. 

Mr.  Perot.  The  big  piece  is  there  is  a  big  difference  in  pay  and 
benefits.  Did  you  read  the  U.S.  News  &  World  Report  article  that 
shows  these  workers  outside  of  an  American  automobile  plant 
living  in  shacks  just  made  from  scrap?  Is  that  the  way  we  want  our 
working  people?  No. 

Mr.  Johnson.  Well,  those  people  down  there  have  shown  an  in- 
terest in  buying  U.S.  made  goods,  and  throughout  the  negotiations 
that  was  kind  of  the  overriding 

Mr.  Perot.  They  are  buying  the  things  you  need  to  build  facto- 
ries. We  went  through  that  cycle  with  Japan  after  World  War  II. 
We  have  been  through  that  cycle  with  a  number  of  developing 
countries.  Very  quickly  they  stop  buying  them  and  start  making 
them.  Our  machine  tool  companies  go  in  the  tank;  they  buy  them 
for  nothing.  They  just  shut  them  down  so  they  do  not  have  compe- 
tition, and  the  rest  is  history. 

Right  now,  our  ability  to  make  machine  tools  in  this  country  is 
very,  very  limited.  If  we  ever  go  to  war  big  time  again  in  the  tiny, 
little  world  we  will  be  going  to  war  in,  we  are  going  to  be  in  a 
mess,  because  we  cannot  make  the  things  we  were  always  able  to 
make  before. 

Mr.  Johnson.  We  let  our  industrial  base  get  by  us. 

Chairman  LaFalce.  The  time  of  the  gentleman  has  expired. 

It  would  be  interesting,  Mr.  Perot,  to  know  what  percentage  of 
the  U.S.  exports  to  Mexico  are  bought  by  Mexican  consumers  as  op- 
posed to  being  bought  by  the  U.S.  subsidiaries  in  Mexico. 

Mr.  Perot.  Right. 

Chairman  LaFalce.  Mr.  Sarpalius  of  Texas.  This  is  a  Texas  day. 

Mr.  Sarpalius.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  I  want 
to  commend  you  for  this  hearing  today,  and  also  you,  Mr.  Perot,  for 
taking  the  time  to  come  here  and  testify. 

You  might  recall  back  when  being  a  former  Texan  and  also  a 
member  of  the  State  legislature,  I  commended  you  for  the  work 
that  you  did  in  our  State,  in  helping  develop  an  educational  system 
for  Texas.  You  might  recall  during  that  time,  one  of  the  problems 
we  had  in  Texas  was  the  William  Wayne  Justus  ruling  that  illegal 
aliens  could  go  to  school  in  our  public  schools  in  Texas,  and  it  cre- 
ated a  tremendous  problem. 

Do  you  foresee,  if  this  NAFTA  agreement  is  approved,  any  other 
problems  that  we  would  be  dealing  with  as  far  as  more  accessibility 
for  citizens  of  Mexico  coming  into  the  United  States  and  benefiting 
from  our  programs  here? 

Mr.  Perot.  Well,  one  of  the  assumptions  is  that  if  the  standard  of 
living  comes  up  well  enough  in  Mexico  that  will  tend  to  take  care 
of  itself.  But  if  we  give  up  our  industrial  base  to  solve  that  prob- 
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lem,  that  is  a  strange  way  to  solve  the  immigration  problem.  What 
we  need  is  a  rational  immigration  system  in  our  country.  At  one 
time  we  had  one.  You  would  apply,  you  would  wait  in  line,  you 
would  go  to  Ellis  Island,  you  would  come  in,  and  you  would  become 
a  citizen.  Now  you  just  blast  yourself  across  through  the  air, 
through  the  water,  over  the  border,  and  not  limited  to  Mexico,  and 
we  really  have  lost  control  of  immigration  in  this  country. 

We  have  a  million  new  workers,  I  am  told,  coming  into  the  work 
force  every  year  in  Mexico.  So,  the  odds  that  there  will  be  pressure 
to  raise  labor  rates  are  not  good.  I  am  told  that  if  they  really  open 
up  the  market  for  farm  goods,  the  American  farmer,  because  he  is 
mechanized,  is  far  more  cost-effective  than  the  Mexican  farmer.  I 
do  not  know  if  that  is  true  or  not.  If  that  is  true,  you  will  have  an 
exodus  of  people  leaving  farms  and  going  into  the  labor  force.  We 
have  seen  that  before  in  our  country.  See,  not  too  many  years  ago, 
25  percent  of  our  people  farmed.  What  is  it  now,  2  percent?  Some 
very  small  number.  Most  of  them  moved  in  and  got  jobs  in  manu- 
facturing companies.  So,  you  will  have  a  steady  flow  of  people 
coming  in. 

There  is  one  theory  that  pretty  soon  you  will  eat  up  the  Mexican 
work  force,  and  then  they  will  have  to  raise  wages.  They  do  not 
have  to  change  their  policies  toward  their  people.  I  am  sure  you 
were  here  earlier  when  I  was  talking  about  how  they  deal  with 
people  who  get  out  of  line  in  the  plants.  It  is  pretty  brutal. 

So,  we  could  have  people,  if  that  exodus  is  big  enough  and  the 
population  growth  and  the  people  coming  off  the  farms,  they  will 
still  be  coming  across,  and  they  make  a  lot  more  money  up  here 
than  they  can  down  there.  Their  dream  is  to  still  come  here  even  if 
they  are  in  a  maquiladora  plant  down  there. 

For  example,  in  El  Paso,  if  you  take  a  boat  across  the  river,  and 
they  charge  you  $2.00,  you  can  get  a  job  as  a  cleaning  lady  for  $20 
a  day.  That  beats  58  cents  an  hour  on  the  other  side.  Then  you  go 
home  at  night.  I  hope  it  is  $2.00  round  trip.  I  do  not  know  whether 
it  is  $4.00  or  $2.00.  But  people  go  back  and  forth  to  do  that  as  ille- 
gal aliens. 

Mr.  Sarpalius.  In  addition,  I  find  it  interesting  that  we  have  the 
economists  who  are  trying  to  predict  how  many  jobs  would  be  cre- 
ated by  NAFTA  if  it  took  effect.  Yet,  they  cannot  even  predict 
what  the  unemployment  rate  is  going  to  be  in  this  country 

Mr.  Perot.  Right. 

Mr.  Sarpalius  [continuing].  In  the  next  2  months.  You  hit  a  lot 
on  your  testimony  on  how  it  affects  manufactured  jobs. 

Mr.  Perot.  Right. 

Mr.  Sarpalius.  I  am  curious  as  to  what  your  opinion  is  as  to  how 
it  affects  the  small  business.  I  am  talking  about  small  mom  and 
pop  business. 

Will  there  be  any  benefits  or  the  negatives  as  far  as  small  busi- 
nesses are  concerned? 

Mr.  Perot.  I  think  we  have  to  study  it  business  by  business.  A 
small  manufacturing  business  cannot  compete,  labor  costs.  Some- 
body with  a  small  retail  shop,  they  are  getting  sledge  hammered 
and  wiped  out  now  because  of  these  big  discount  stores.  So,  all  the 
little  shop  owners  you  used  to  have  in  small  towns — you  drive 
through  those  little  country  towns,  see  a  lot  of  empty  buildings, 
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and  those  are  wonderful,  little  businesses.  They  were  family  owned 
and  what  have  you.  But  the  big  wholesale  discounters  came  in, 
wiped  that  out. 

The  other  small  businesses,  and  a  lot  of  big  businesses  start 
small,  the  ones  that  are  based  on  intellectual  skills  will  probably 
do  well  in  our  country.  Come  back  to  the  software  industry,  things 
like  that  where  it's  a  brains  and  wits  business.  There  will  come  a 
time,  and  I  think  it  is  within  the  next  10  years,  though,  when  that 
business  will  level  out  because  of  satellite  communications,  tele- 
communications. You  will  find  huge  software  factories  in  India. 
There  are  some  there  now.  The  pilot  prototypes  are  there  now. 
There  are  some  in  China.  There  are  a  lot  of  them  in  Ireland,  places 
around  the  world  where  you  can  get  low-cost,  brilliant  labor — 
Ph.D's  for  $800  a  month,  you  cannot  do  that  here — to  develop  soft- 
ware, and  then  they  just  shoot  it  across  the  world  on  a  satellite  and 
you  market  it  here. 

Now,  the  thing  we  are  missing,  see,  we  assume  we  can  always 
buy  something.  But  if  millions  and  millions  and  millions  of  people 
are  not  working,  we  have  lost  our  consumer  market  that  causes  the 
whole  world  to  focus  on  us. 

Mr.  Sarpalius.  But  do  you  not  think  that  the  concept  of  a  North 
American  Free  Trade  Agreement  or  our  continents  working  togeth- 
er to  become  competitive  in  the  future  with  the  European  countries 
and  other  continents  is  a  good  direction  to  take? 

Mr.  Perot.  Philosophically,  yes;  the  flaw  that  keeps  it  from 
moving  ahead  smoothly  is  this  huge  differential  in  wages.  Easy  to 
do  with  Canada.  Hard  to  do  with  Mexico.  Hard  to  do  with  the  other 
countries  in  Central  and  South  America  without  really  damaging 
our  wage  earners  and  our  tax  base.  You  look  at  all  these  charts 
that  are  floating  around  Washington  now  about  what  the  deficit 
will  be  and  what  the  forecasts  are.  I  would  just  say  take  all  those 
things  and  throw  them  away  if  we  do  this  deal,  because  we  have 
changed  the  rules  dramatically  and  nobody  knows  what  our  tax 
base  will  be,  and  you  cannot  tax  a  guy  who  is  not  working.  He  be- 
comes a  double  hit.  He  goes  on  welfare. 

Chairman  LaFalce.  The  time  of  the  gentleman  has  expired. 

Mr.  Ramstad  of  Minnesota. 

Mr.  Ramstad.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  ask  unanimous  consent  that  my  statement  be 
made  a  part  of  the  record. 

Chairman  LaFalce.  Without  objection,  so  ordered. 

Mr.  Ramstad.  Mr.  Chairman,  first,  before  I  ask  Mr.  Perot  a  ques- 
tion, I  applaud  you  in  your  decision  to  call  this  hearing  and  not 
cancel  the  hearing  in  light  of  what  I  hear  was  negative  pressure 
from  supporters  in  Congress,  and  thank  Mr.  Perot  for  not  letting 
those  kind  of  problems  interfere  with  not  appearing  here  today.  On 
behalf  of  my  constituents,  thank  you  for  raising  the  level  of  dis- 
course in  the  last  campaign  and  focusing  attention  on  the  deficit. 
My  constituents  owe  you  a  great  indebtedness  for  focusing  on  the 
deficit. 

I  also — the  Lord  blessed  me  with  a  good  voice — I  did  not  even 
recognize  that  it  was  not  on.  Probably  a  service  to  everybody  out 
there. 
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Let  me  just  ask  you,  if  I  may,  Mr.  Perot,  our  new  Trade  Repre- 
sentative, Mickey  Kantor,  testified  last  week  before  the  Senate  Fi- 
nance Committee,  and  he  testified  that,  and  I  am  quoting  now, 
"NAFTA  will  specifically  benefit  small-  and  medium-sized  business- 
es because,  unlike  big  companies,  small-  and  mid-sized  firms  don't 
have  the  resources  to  locate  around  high  trade  barriers." 

Does  this  not  indicate  the  need  to  remove  high  trade  barriers  to 
allow  smaller  companies,  especially,  to  take  advantage  of  foreign 
markets  without  having  to  relocate  their  businesses?  Is  this  not  a 
big  advantage? 

Mr.  Perot.  This  is  a  nice  philosophical  statement,  but  I  mean,  let 
us  get  down  to  specifics  and  say  what  kind  of  company  would  do 
what.  Here  we  have,  say,  a  small  business.  I  do  not  know  if  they 
are  selling  perfume  or  it  is  orchids.  I  do  not  know  who  they  are, 
you  see. 

What  is  this  business?  This  is  a  business,  if  I  followed  you  cor- 
rectly, that  is  now  going  to  Mexico  to  do  business  as  a  small  busi- 
ness. 

We  have  got  a  lot  of  small  businesses  that  have  left  this  country, 
and  particularly  in  textiles,  that  do  business— I  keep  bumping  into 
people  every  time  I  am  in  Asia  and  Thailand  who  are  little  dress 
manufacturers  who  used  to  be  in  Los  Angeles  and  New  York,  and 
who  are  over  there  because  of  that  35-cent  labor,  not  counting  the 
children  for  next  to  nothing.  They  are  over  there  getting  it  done 
dirt  cheap.  Then  the  cost  to  ship  it  back  over  is  not  consequential 
to  them.  They  seem  to  be  doing,  using  their  brains  and  wits  and 
going  to  where  the  cheap  labor  is,  and  the  inner  cities  that  used  to 
have  those  jobs  are  collapsing. 

Mr.  Ramstad.  If  I  may  focus,  for  example 

Mr.  Perot.  I  do  not  see  that  as  progress  somehow. 

Mr.  Ramstad.  So  you  do  not  see  a  distinction  then  in  the — — 

Mr.  Perot.  I  do  not  see  progress  there.  I  was  just  running  all 
over  the  world  and  taking  jobs  out  of  this  country,  because  we 
make  it  so  prohibitive  to  the — you  say  why  does  the  small  business- 
man have  to  leave  the  country?  He  has  got  most  of  the  rules  im- 
posed on  him  that  we  impose  on  our  biggest  companies.  He  has  to 
hire  a  team  just  to  do  nothing  but  fill  out  forms.  This  is  a  rough 
place  for  an  entrepreneur.  We  are  at  the  core  of  why  your  commit- 
tee exists  now,  and  that  is,  why  we  will  succeed  or  fail,  in  terms  of 
rebuilding  our  economy,  based  on  whether  small  business  starts  to 
move  again.  They  will  create  most  of  the  new  jobs.  As  you  know, 
they  do  it  a  lot  faster. 

Chairman  LaFalce.  I  have  attempted  not  to  interrupt,  but  I 
want  to  underscore  the  point  that  Mr.  Perot  just  made,  and  it  was 
a  point  that  President  Clinton  made  not  too  long  ago,  March  10, 
when  he  said  the  reason  this  has  been  a  jobless  recovery  is  because 
we  have  not  had  new  jobs  from  the  small  business  sector 

Mr.  Perot.  Right. 

Chairman  LaFalce  [continuing].  To  compensate  for  the  loss  in 
jobs  for  the  big  business  sector.  So,  maintaining  the  jobs  base  of  the 
small  business  community,  and  creating  new  jobs  within  the  small 
business  community,  should  probably  be  the  first  task  of  Govern- 
ment. 

Mr.  Perot.  Right. 
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Mr.  Ramstad.  Mr.  Chairman  and  Mr.  Perot,  I  could  not  agree 
more,  but  it  seems  to  me  small  businesses  and  medium-sized  com- 
panies, as  was  Mr.  Kantor's  point,  vis-a-vis  the  big  companies,  have 
a  tougher  time  getting  around  the  trade  barriers.  It  is  harder  for 
them,  given  their  comparative  resource  situation,  to  move. 

Mr.  Perot.  But  for  someone  to  create  a  small  company  and  go  to 
Mexico  and  do  all  its  work  there,  I  am  glad  he  created  a  good  busi- 
ness, but  it  did  not  do  much  for  us  here,  if  I  am  following  you  cor- 
rectly. 

Mr.  Ramstad.  No;  I  do  not  think  I  am  making  my  point. 

Mr.  Perot.  If  he  goes  to  Mexico  to  have  his  products  made  at  58 
cents  an  hour,  that  does  not  fix  the  problem  in  L.A. 

Mr.  Ramstad.  Well,  let  me  focus  maybe  to  better  illustrate 

Mr.  Perot.  Sure. 

Mr.  Ramstad  [continuing].  On  my  own  district  and  my  concern. 
The  district  of  Minnesota  is  home  to  Medical  Alley,  500  biomedical 
companies,  the  highest  concentration,  in  fact,  of  biomedical  re- 
search anywhere  in  the  United  States.  My  friend,  Earl  Bakken, 
who  founded  Medtronic,  has  often  said  that  he  could  not  start  Med- 
tronic in  today's  climate  of  high  taxes  and  burdensome  regulations. 
In  fact,  Medtronic  has  moved  all  of  its  R&D  offshore,  and  I  think 
you  have  quoted  a  number  of  other  businesses  that  have  done  like- 
wise. But  he  says  they  have  not  done  this  because  of  cheap  wages, 
but  because  they  cannot  survive  in  today's  stifling  business  envi- 
ronment. 

Now,  my  question  is,  given  your  well-known  and  well-document- 
ed tremendous  success  at  EDS,  did  you  base  locations  solely  on 
labor  costs? 

Mr.  Perot.  No. 

Mr.  Ramstad.  These  other  factors  are  certainly 

Mr.  Perot.  I  was  in  a  totally  different  situation.  I  created  a  new 
segment  of  the  computer  industry  that  since  nobody  understood  it 
or  knew  about  it,  and  everybody  thought  it  would  not  work,  they 
did  not  have  it  harnessed  down  like  it  is  now,  because  it  is  a 
mature  part  of  the  industry  and  a  giant  part  of  the  industry.  But  it 
was  kind  of  like  having  something  new  that  nobody  thought  would 
work  or  cared  about,  so,  basically,  we  just  had  the  normal  rules 
that  apply  to  a  small  business,  just  like  a  new  medical  research 
company  carries  all  the  burdens  of  a  major  pharmaceutical  compa- 
ny, right?  It  is  just  tough  to  ever  get  out  of  the  box.  You  had  better 
have  capital  to  last  you  for  years  if  you  were  going  to  put  some- 
thing through  FDA,  right?  Fascinating. 

I  watched  one  drug  that  was  designed  for  dogs  that  FDA,  before 
it  even  got  serious  about  looking  at  it,  or  whoever  looks  at  dog 
drugs,  there  was  another  country  that  wanted  to  use  it  on  people 
and  was  ready  to  go. 

Mr.  Perot.  Now,  if  you  just  wanted  your  drugs  in  the  market- 
place, you  would  have  gone  to  that  country.  If  it  worked  on  people, 
it  would  probably  have  worked  on  dogs  too.  Over  time,  all  would 
have  worked  out.  But  that  would  have  been  a  high  price  for  people 
to  pay. 

Mr.  Ramstad.  Mr.  Chairman. 

Mr.  Perot.  They're  using  their  people  as  what  we  would  call  lab- 
oratory animals  and  didn't  care.  That's  the  world  we're  in. 
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Mr.  Ramstad.  Well,  I'll  take — since  the  chairman  took  a  minute 

of  my  time 

Chairman  LaFalce.  Even  discounting  for  that- 


Mr.  Ramstad.  I  ask  unanimous  consent  for  30  seconds  more.  But, 
Mr.  Perot,  isn't  what's  happening  now  to  the  whole  biomedical  in- 
dustry in  this  country  the  same  thing  that  happened  a  number  of 
years  ago  to  the  computer  industry?  We're  losing  those  jobs  and 
that  technology,  to  Europe,  Japan,  and  so  forth. 

Mr.  Perot.  Yes. 

Mr.  Ramstad.  But  it's  not  just  because  of  cheap  labor.  Isn't  it  be- 
cause of  the  taxes  and  the  regulations  you  cite? 

Mr.  Perot.  Taxes  and  in  Japan,  everybody  here  should  spend  a 
day  in  MITI.  The  brightest  college  graduates  go  to  MITI,  and  it's 
considered  a  great  honor.  It's  not  good  pay,  but  it's  a  great  honor. 

They  put  every  new  company  or  every  industry  of  the  future 
under  a  microscope  and  study  it  in  great  detail.  Then  they  come  up 
with  a  plan  for  Japan  to  dominate  that  industry  over  a  period  of 
many  years.  Then  they  implement  the  plan. 

Now,  first,  they  decided  that  what  I  did  was  something  they  were 
interested  in.  So,  after  they  had  gotten  all  their  homework  done,  I 
spent  a  day  inside  MITI.  They  knew  more  about  my  company  than 
I  did.  Now,  see,  nothing  wrong  with  that.  But  they  had  done  their 
homework. 

Second,  they  had  a  plan  to  go  in  the  business.  Third,  they  picked 
a  young  person  who,  while  he  was  over  here  as  a  student,  had  de- 
veloped the  palmtop  computer.  Not  bad  for  a  college  kid.  But  he 
was  a  student  in  economics,  didn't  know  how  to  build  it.  So,  he 
hired  the  professors  at  Berkeley  who  were  engineers  to  build  it  for 
him.  Then  he  sold  it  to  a  Japanese  company  and  pocketed  $5  mil- 
lion. Not  bad  for  a  guy  still  in  college. 

Then  he  brought  back  the  American  computer  magazines  and 
the  American  small  computer  software  into  Japan  and  had  over 
half  the  market;  just  translated  it  in  Japanese  and  sold  it.  Here  is 
a  businessman.  They  picked  him  to  go  into  that  business. 

Then  they  picked  Mr.  Morita,  the  founder  of  SONY,  Mr.  Honda, 
the  founder  of  Honda,  Mr.  Ito,  of  Oriental  Financial  Services, 
bought  the  7-11  Stores,  and  Mr.  Sabi,  the  chairman  of  Oriental  Fi- 
nancial Services,  as  his  four  mentors. 

Did  you  ever  hear  of  a  small  businessperson  having  a  major  in- 
dustrial leader  as  a  coach?  No.  Now  then,  they  will  commence  the 
long  march  across  the  desert  to  get  into  this  business.  That's  work- 
ing the  problem. 

We  don't  have  anything  remotely  like  that  in  this  country.  They 
want  their  people  to  have  good  jobs,  see.  Instead  of  running  around 
the  world  trying  to  deal  with  slave  labor  wages,  if  we  had  a  small, 
tiny  group  of  people  who  were  trying  to  create  the  industries  of  the 
future  and  the  high-paying  jobs  for  our  country,  and  if  we  had  a 
halfway  decent  educational  system  in  the  public  schools,  et  cetera, 
et  cetera,  et  cetera,  we  would  be  building  a  future  for  the  next  gen- 
eration. 

There's  one  last  thing.  I  realize  I'm  way  over  time,  sir,  but  this  is 
so  important.  As  we  go  through  this  revolutionary  new  medical 
program,  we  could  just  nuke  these  companies  you're  talking  about. 
They  are  like  fine  pieces  of  china.  They're  very  fragile.  Any  other 
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country  in  the  world  would  treat  them  that  way.  They'll  probably 
get  just  wiped  out  as  a  byproduct  and  nobody,  it's  parallel  to  an 
elephant  stepping  on  an  ant;  didn't  know  the  ant  was  there.  We've 
got  to  really  be  careful  about  that,  because  when  we  quote  revolu- 
tionized medicine,  we  have  a  great  medical  system  in  this  country. 
It's  too  expensive.  But  the  whole  world  comes  over  here  to  get 
worked  on,  a  lot  of  them  in  Minnesota,  right? 

Mr.  Ramstad.  You  bet. 

Mr.  Perot.  I  mean,  when  you  have  sheiks  and  sultans  and  you 
have  these  guys  flying  over  in  their  private  747's 

Mr.  Ramstad.  Even  Presidents. 

Mr.  Perot.  With  beds  that  have  a  gyroscope  so  they  always  face 
Mecca,  and  so  on,  and  so  forth,  and  they  show  up  here.  They  could 
have  gone  anywhere.  Right?  So,  there's  a  lot  good  about  it,  and  as 
we  change  it,  we  need  to  be  very,  very,  very  careful,  and  make  sure 
we  do  it  right.  We  have  to  change  it.  But  we  have  to  be  very  care- 
ful. 

Mr.  Ramstad.  Thank  you,  Mr.  Chairman.  Thank  you,  Mr.  Perot. 

Chairman  LaFalce.  Mr.  Bilbray  of  Nevada. 

Mr.  Bilbray.  Yes;  thank  you,  Mr.  Chairman. 

Chairman  LaFalce.  We  permit  questioning  from  people  from 
Nevada. 

Mr.  Perot.  That's  great. 

Mr.  Bilbray.  I  think  you're  referring  to  a  certain  Senator  friend 
of  mine.  First  of  all,  I  would  like  to  explain  that  I  voted  against 
fast  tracking  because  I  thought  Congress  should  work  its  will  and 
be  able  to  make  changes  in  the  North  American  Free  Trade  Agree- 
ment. I  thought  it  was  wrong  to  be  squeezed  by  the  then-President 
Bush  and  the  administration  to  fast  track  this  bill. 

I  think  as  time  is  showing,  that  was  probably  the  right  decision.  I 
would  like  to  see  something  that  comes  out  as  something  I  could 
support.  At  the  present,  there's  nothing  there  that  I  can. 

But  I  would  like  to  ask  you,  in  earlier  testimony,  Representative 
Wyden  asked  you  about  the  fact  that  it  was  his  understanding  that 
President  Clinton  was  going  to  send  the  package  down,  the  present 
treaty,  along  with  changes  that  would  be  negotiated.  It  would  be 
voted  on  as  a  package,  rather  than  as  the  present  NAFTA  agree- 
ment. 

Now,  I  don't  know  that  is  the  case,  but  if  that  is  the  case,  my 
understanding  from  your  answer  was  that  you  supported  that  con- 
cept and  supported  that  premise.  But  one  of  my  Republican  col- 
leagues heard  the  same  answer  and  thought  you  said,  no,  you 
didn't.  So,  would  you  clarify  that? 

Mr.  Perot.  Well,  for  example,  in  our  Government,  we  rarely 
show  the  whole  product  at  once.  It's  comparable  if  you  said,  Ross,  I 
want  to  buy  a  car  from  you.  I  say,  I'll  send  you  the  wheels  tomor- 
row; engine's  coming  next  month.  I'm  having  trouble  with  the 
seats.  It'll  be  a  few  months.  You  say,  look,  I  just  want  a  car  fin- 
ished. I  want  to  test  drive  it.  I  want  to  know  the  warranty.  I  want 
to  know  what  I'm  getting. 

Now,  that's  what  you  want.  That's  what  the  American  people 
want  on  this  free  trade  agreement.  No  matter  how  it's  packaged 
up,  if  you  can  see  the  whole  thing  and  if  you  feel  the  whole  thing  is 
good  for  the  American  people,  and  it  is  so  fundamentally  important 
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that  Congress  have  a  voice  in  this  because  of  the  checks  and  bal- 
ances and  the  long-term  implications  if  it  doesn't  work.  Then  I 
would  say  it's  going  to  show  up  over  here  like  a  patched  up  inner 
tube. 

I  would  rather  have  a  new  inner  tube  show  up  over  here.  It's 
easier  to  look  at  it.  But  if  you've  got  to  read  the  2,000  pages,  then 
read  all  the  changes.  I  wouldn't  be  smart  enough  to  bounce  back 
and  forth.  But,  finally,  if  someone  is,  and  you  realize,  oops,  there's 
not  a  paragraph  here  in  page  433,  that  is  really  bad  that  was  left 
in.  Say,  if  you  can  wade  through  all  that,  and  you  know  what  the 
whole  deal  is  before  you  vote  it,  then  I'm  a  lot  more  comfortable 
with  that  than  to  say,  let's  let  it  go  through  and  let's  try  to  fix  it 
later,  which  is  what  I  thought  the  plan  was. 

Mr.  Bilbray.  First  off,  if  you  served  in  Congress,  if  you  think 
that's  bad,  you  ought  to  look  at  the  Reconciliation  Bill  at  the  end  of 
the  session.  Because  2,000  pages  is  a  cinch. 

Mr.  Perot.  OK. 

Mr.  Bilbray.  But,  what  I  was  getting  at  is,  are  you  in  principle 
against  the  North  American  Free  Trade  Agreement  or  are  there 
conditions  that  you  could  accept  it? 

Mr.  Perot.  I  think  it  would  be  a  radically  different  agreement  to 
make  it  one  that  is  not  terribly  damaging  to  working  people  in  our 
country.  I  think  it  can  be  done,  but  to  take  the  one  we  have — this 
would  be  like,  say,  look,  here  is  an  old  abandoned  sausage  mill. 
Let's  turn  it  into  a  factory  to  build  computers. 

My  first  reaction  is,  why  don't  we  just  start  with  bare  ground 
and  build  a  factory  to  build  computers?  No,  we  got  to  use  the  old 
sausage  mill.  So,  we  got  the  old  sausage  mill  here.  I  would  respect- 
fully suggest  that  we  go  to  Mexico  and  say,  look,  the  American 
people  aren't  comfortable  with  this.  We've  got  to  redo  it.  We're 
going  to  put  a  team  on  it,  live  with  you  night  and  day.  We'll  put  it 
together.  We've  got  to  explain  this  whole  thing  to  the  American 
people  in  detail. 

Here  are  the  things  that  they  feel  will  be  damaging  to  our  coun- 
try. We  understand  we're  creating  headaches  for  you.  We  under- 
stand you'll  have  a  Presidential  election  in  1994.  Now,  does  Presi- 
dent Salinas  run  again?  Or  he  cannot  run  again? 

Mr.  Bilbray.  He  cannot  run  again. 

Mr.  Perot.  That  was  my  understanding.  So,  they  are  going  to 
have  a  new  Government  coming  in  1994.  It  would  be  kind  of  an  in- 
teresting thrill  to  get  this  whole  thing  done,  have  the  new  Govern- 
ment come  in  and  react  like  we  are. 

Mr.  Bilbray.  Well,  if  past  history  is  true,  PRI  will  get  reelected, 
and  there  will  be  the  same  party  as  has  been  in  power  50  or  60 
years.  They'll  be  back,  so  he'll  name  his  own  successor. 

Mr.  Perot.  Yes. 

Mr.  Bilbray.  But,  what  my  understanding  is  then  that  you  do 
not  favor  the  concept  of  amendments  to  this  particular  bill  and 
sending  it  over  as  a  package.  What  you  would  like  to  do  is  throw  it 
off  the  table  and  go  back  and  renegotiate  the  whole  treaty,  even 
though,  as  I  understand  it,  as  President  Salinas  has  said,  that's  not 
an  option,  that  Mexico  will  walk  if  we  try  to  renegotiate  the  whole 
agreement,  because  they  have  spent  so  many  months  if  not  years 
negotiating  this  treaty. 
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Mr.  Perot.  He's  a  good  negotiator. 

Mr.  Bilbray.  I'm  not  saying  that's  not  a  bad  concept,  because  I 
don't  like  the  treaty  as  it  stands  now. 

Mr.  Perot.  We  don't  know  how  to  negotiate.  If  you  don't  give  me 
what  I  want,  I'm  leaving.  Now,  this  is  like  my  favorite  story,  you 
want  to  buy  a  camel.  So,  you're  out  in  the  middle  of  the  desert. 
You  finally  come  up  to  the  Arab's  tent.  He's  got  a  three-legged, 
one-eyed  40-year  old  camel.  You  stop.  You  say,  I'd  like  to  buy  your 
camel.  The  Arab  says,  it's  a  member  of  the  family.  It's  my  son's 
pet.  I  couldn't  think  of  selling  it. 

The  typical  American  will  drive  off.  The  Arab  will  be  chasing 
down  the  road  saying,  I  thought  you  wanted  to  buy  the  camel. 

If  I  were  President  Salinas,  I'd  say,  either  do  that  deal  or  I'm 
walking.  Walking  to  where?  The  point  is,  I  wouldn't  say  that  to 
him,  because  I  think  we  do  need  first  to  apologize  for  creating  this 
inconvenience,  explain  the  inconvenience.  But,  for  example,  I'm 
going  to  offer  you  two  options. 

You've  got  a  bad  car,  and  I'll  say  we'll  do  it  either  way  you  want. 
I'll  give  you  a  brand  new  car  or  I  will  take  your  car.  I'll  rebuild  the 
engine.  I'll  paint  it.  I'll  reupholster  it.  I'll  fix  it  up  as  best  I  can  and 
bring  it  back  to  you.  You'd  rather  have  a  new  finished  product. 
Our  problem  with  fixing  this  old  agreement  is  very  much  analo- 
gous to  this  old  run-down  car  that  has  100,000  miles  on  it  that 
we're  going  to  make  look  like  new  for  you.  But  every  few  thousand 
miles  you'll  be  back  in  my  shop  having  it  worked  on. 

Mr.  Bilbray.  The  last  question  I  have  is  regarding  Professor 
Lester  Thurow,  who  periodically  comes  here.  I'm  not  an  economist, 
but  I  respect  his  opinions  and  have  read  his  works. 

Mr.  Perot.  Right. 

Mr.  Bilbray.  He  mentioned  the  fact  that  he  thought  that  at 
some  time  in  the  future  that  if  we  enacted  a  value-added  tax,  at 
the  same  time  reduce  the  tax  burden  so  that  foreign  imports  would 
come  in  under  the  VAT  and,  therefore,  be  taxed,  that  would  equal- 
ize a  lot  of  the  inequities.  In  other  words,  if  you  did  a  VAT  you 
would  have  to  reduce  the  taxes  on  business  at  the  same  time  and 
then  pick  up  the  revenue  from  the  VAT.  Do  you  favor  that  sort  of 
concept? 

Mr.  Perot.  No;  I  think  you  picked  an  excellent  example.  If  I  had 
your  responsibilities,  I  would  have  a  cadre  of  people  like  Dr. 
Thurow,  because  they  think  outside  the  box.  In  other  words,  they 
look  at  a  problem  and  come  up  with  very  creative,  unorthodox  so- 
lutions. Somewhere  in  there,  there's  one  that's  a  home  run. 

That  may  or  may  not  be  the  final  best  answer.  I  know  that  if  he 
were  part  of  a  team  that  was  brainstorming  this,  he  would  throw 
that  idea  out.  His  other  contemporaries  would  throw  others.  His 
mind  is  so  free-ranging  that  if  he  saw  a  better  one,  he  would  say, 
no;  that's  better  than  mine.  There  would  be  no  vested  interest  in 
his  original  idea. 

Out  of  that  you  would  come  up  with  incredibly  good  ideas.  I 
guess,  if  I  had  to  stay  as  involved  in  this  as  you  do,  I  would  go  to 
people  like  him  and  say,  look,  what  is  the  proper  thing  to  do  for 
our  country?  Now,  give  us  your  plan,  Man  B,  Lady  Doctor  so  and 
so,  give  me  your  ideas.  You  would  get  incredibly  good  ideas.  Then 
get  some  people  who  just  have  to  make  things  work,  and  I  don't 
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mean  CEO's.  Every  time  I  say  this,  nobody  ever  understands  what 
I'm  saying.  I'm  saying,  after  these  dreamers,  and  I  mean  that  in  a 
very  respectful  way,  the  people  who  think  of  things  no  one  else 
could  think  of,  somebody  has  to  build  it  and  make  it  work. 

Get  a  few  people  around  like  that  and  say,  all  right,  now.  Your 
whole  background  has  been  making  it  happen.  Can  you  make  this 
happen?  If  you  can't  make  it  happen,  why?  See,  this  is  a  part  of  the 
process  that  we  never  seem  to  go  through  in  Government.  I  would 
pray  that  we  go  through  this  on  our  new  health  care  program,  so 
that  when  it  finally  hits  the  market,  the  American  people  give  it 
five  stars.  I  think  we  could  do  that  on  this  program,  too,  and  have 
a  heck  of  a  good  program  in  a  very  short  period  of  time. 

Mr.  Bilbray.  Thank  you. 

Chairman  LaFalce.  Thank  you.  Good.  That  was  an  interesting 
comment,  talking  about  Dr.  Thurow,  to  see  what  recommendations 
he  would  make,  et  cetera. 

Mr.  Perot.  Right. 

Chairman  LaFalce.  About  10  years  or  so  ago,  when  I  was  in 
need  of  an  economist,  I  called  up  Dr.  Thurow  to  see  if  he  had  any 
recommendations  from  amongst  his  former  students.  He  said,  yes;  I 
have  one  who  I  think  would  be  just  absolutely  outstanding.  It  was 
Laura  D'Andrea  Tyson  who  happens  to  be  the  individual  who 
President  Clinton  now  has  selected  the  chairperson  of  his  Council 
of  Economic  Advisers. 

Mr.  Perot.  Right. 

Chairman  LaFalce.  Just  an  interesting  tidbit.  Also,  with  respect 
to  health  care,  it's  my  hope  that  we  might  allow  latitude  amongst 
the  50  States  and,  therefore,  use  the  States  as  pilot 

Mr.  Perot.  Yes;  But  that's  so  un-Washington-like  to  say  some- 
thing like  that.  But  you  know  that  the  health  care  that  serves  a 
little  rural  town  is  not  the  same  system  that  serves  the  metropoli- 
tan area.  Right?  There  would  be  different  systems  in  different 
places. 

Chairman  LaFalce.  People  don't  understand  the  Canadian 
system,  too,  as  having  a  different  system  with  tremendous  similari- 
ties amongst  the  different  provinces  and  having  originated  from  ex- 
perimentation that  took  place  in  the  provinces,  especially  in  the 
province  of  Saskatchewan.  Mr.  Strickland. 

Mr.  Strickland.  Mr.  Perot,  I  come  from  Southern  Ohio. 

Mr.  Perot.  Right. 

Mr.  Strickland.  It's  a  large  geographical  Appalachian  district. 
It's  a  district  where  we  used  to  have  steel  mills,  shoe  factories,  and 
chemical  plants.  It's  a  district  now  where  unemployment  in  some 
of  my  counties  is  16  percent.  This  NAFTA  agreement  scares  me  for 
very  selfish  reasons,  because  I  think  it  could  hurt  the  people  whom 
I'm  here  to  represent. 

But  there  are  other  reasons  that  I'm  concerned  about  NAFTA. 
I've  heard  in  this  committee,  and  you've  alluded  to  it  today,  that 
Mexico  has  serious  problems,  a  judicial  system  that  functions  for 
only  a  portion  of  the  citizens,  the  wealthy,  or  the  politically  power- 
ful. Labor  unions  are  discouraged,  and  I've  heard,  as  you've  said 
today,  that  labor  leaders  are  jailed  or  even  killed. 

The  concentration  of  wealth  is  something  that's  almost  unimagi- 
nable for  us.  The  terrific  difference  in  wage  benefits.  I  think  you 
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said  if  we  quadrupled  the  average  wage  in  Mexico,  it  would  still 
not  come  close  to  the  average  wage  in  this  country.  Reports  of  child 
labor  abuses,  on,  and  on,  and  on.  Then  I  hear  very  positive  com- 
ments made  about  the  President  of  Mexico  and  the  progress  that 
has  been  made  there. 

I  wonder,  though,  how  can  we  enter  into  an  agreement  with  a 
country  where  the  courts  are  not  functioning,  where  bribery  is 
widespread  and  rampant,  where  the  most  basic  of  human  rights 
are  not  observed?  I  mean,  it  seems  to  me  that  we're  not  only  deal- 
ing with  an  economic  consideration,  an  international  consideration, 
but  a  moral  consideration.  How  can  we,  as  a  country  that  values 
human  rights  and  values  the  rights  of  workers,  values  the  rule  of 
law,  enter  into  an  agreement  with  Mexico  at  this  time? 

To  me,  it  seems  that  is  such  a  fundamental  question,  and  it  must 
be  answered  before  we  proceed.  I  would  like  your  comment,  if  you 
would. 

Mr.  Perot.  Well,  I  agree  with  you.  I  will  be  stunned  if,  when  our 
President  has  had  time  to  get  all  the  way  into  this,  and  look  into 
these  areas,  if  we  don't  get  the  same  reaction,  the  same  points  of 
view  that  you  just  mentioned,  because  I  think  he  will  be  deeply 
concerned  about  these  issues. 

Every  issue  you  mentioned  is  so  important.  But  just  in  cold  hard 
business  terms  you  can  march  it  all  the  way  back  to  58  cents  an 
hour.  You  have  a  few  people  who  control  the  country.  You  have  a 
few  very  wealthy  people.  The  whole  game  is  to  have  everybody  else 
working,  basically,  as  serfs  in  that  environment. 

This  thing  that  popped  up  when  the  people  came  together  to  give 
$25  million  apiece.  Now,  just  let's  assume  that  happened  in  this 
country.  That  would  bring  the  country  to  a  stop.  Right?  That's  the 
way  it  is.  It's  OK.  That's  the  way  things  are  done.  This  business  of 
the  Amerimex,  just  getting  ready  to  buy  cheap,  sell  high.  Fine. 
That's  the  rawest  form  of  capitalism. 

I  think  all  these  forms  of  social  concerns,  that  may  not  be  the 
right  word.  But  the  social  concerns  have  to  be  cranked  into  this  be- 
cause it  will  impact  our  standard  of  living.  We  will  be  forced  in 
that  direction,  which  is  not  a  direction  we  want  to  go. 

Mr.  Strickland.  One  more  thing  I'd  like  to  say  to  you,  Mr. 
Perot.  I  intend  to  use  you.  Let  me  tell  you  how  I  intend  to  use  you. 
It  is  my  understanding  that  certain  business  interests  in  my  dis- 
trict are,  even  as  we  speak,  circulating  letters  and  petitions  regard- 
ing the  ratification  of  NAFTA.  I  want  to  be  able  to  go  to  those  indi- 
viduals and  say,  Mr.  Perot,  who  has  some  knowledge  of  business, 
has  these  concerns.  So,  I'll  tell  you  up  front,  I'm  going  to  use  your 
testimony  today  in  that  way. 

One  further  question,  how  much  of  your  personal  time  and 
energy  are  you  willing  to  expend  in  the  coming  weeks  to  defeat 
NAFTA? 

Mr.  Perot.  Well,  I  don't  want  to  defeat  NAFTA.  I  want  to  work 
out  an  agreement  with  Mexico  that  may  not  look  very  much  like 
this  one.  But,  see,  Mexico  is  our  neighbor.  Mexico  is  our  partner.  In 
every  possible  way,  we  would  like  to  see  the  Mexican  people  have  a 
better  life.  Right? 

All  of  your  people  who  are  out  of  work  up  there  would  probably 
dip  in  and  sacrifice  to  help  some  family  down  there  they've  never 
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heard  of.  That's  the  American  psychic.  We  want  them  to  have  a 
better  life.  We  cannot  destroy  our  country  and  our  economy  to  ac- 
complish it  inside  of  a  system  that  is  unlikely  to  give  them  a  better 
life. 

So,  we've  got  to  figure  out  what  is  appropriate  now  and  how  real- 
istic it  would  be  for  them  to  phase  up  to  a  standard  of  living  com- 
parable to  ours.  A  standard  of  Government  and  civil  rights,  so  on 
and  so  forth,  comparable  to  ours.  Now,  at  the  point  where  we  have 
something  comparable  to  the  Canadian  situation,  I  would  say,  just 
the  good,  decent  people  in  your  district  would  be  a  whole  lot  more 
comfortable  than  they  are  right  now.  Right?  When  you  compete 
with  Canada,  it's  brains  and  wits. 

Mr.  Strickland.  Right. 

Mr.  Perot.  They're  willing  to  compete  on  brains  and  wits.  Now, 
finally,  you  talked  about  steel  plants?  See,  that's  a  heartbreaker  in 
this  country.  Who  would  have  ever  thought  Pittsburgh  in  our  coun- 
try would  not  be  the  steel  capital  of  the  world.  If  you  ever  have  the 
chance,  go  see  the  steel  companies  in  Korea. 

I  was  in  Korea  at  the  end  of  the  war,  and  it  was  a  very  backward 
country.  It  never  occurred  to  me  that  they  would  be  a  competitor  of 
ours.  You  go  see  the  Pol  Hang  steel  plant,  and  you're  looking  at 
tomorrow.  Now,  why  can't  we  build  plants  like  that  here?  We  can. 
We  can.  But  capital  will  go  where  capital  gets  the  best  return.  It 
gets  a  better  return  almost  anywhere  than  it  does  here. 

I  have  to  cover  this  briefly.  For  startup  businesses,  most  startup 
businesses  now  can't  get  any  capital.  If  they  can  get  capital,  they 
don't  have  to  pay  it  back.  If  they  borrow  money,  they  have  to  pay 
it  back.  Now,  not  having  to  pay  the  interest  and  not  having  to  pay 
the  principle  relieves  a  tremendous  burden  from  the  entrepreneur. 

Nobody  would  give  me  a  penny  when  I  started.  So,  I've  been 
there.  They  thought  my  idea  was  so  bad,  nobody  would  back  it.  I 
had  to  compete  head-on  with  IBM  from  day  one,  so  only  a  fool 
would  back  that.  That's  the  bad  news.  I  couldn't  get  any  backing. 

The  good  news  is,  I  was  stuck  with  the  whole  thing.  So,  it's  still 
going  to  happen.  But  the  point  is,  to  be  able  to  get  capital  in  a 
startup  company  is  so  important.  I  would  beg  this  Government.  I 
do  not  care  if  the  guy  who  puts  in  that  seed  money — I  call  that 
wildcatting  in  starting  businesses.  Wildcatting  in  the  oil  field,  you 
are  liable  to  get  a  dry  hole,  most  likely.  Every  now  and  then  you 
get  a  hit,  and  that  covers  your  dry  hole.  The  same  thing  with  start- 
ing new  businesses.  We  could  create  an  incentive  by  not  having  a 
tax  for  a  founder  of  a  new  company,  for  the  guy  who  funded  the 
founder  of  a  new  company.  Now  let's  assume  that  it  turns  out  to  be 
Wal-Mart  and  gross  is  net.  I  have  been  to  ordinary  people  all  over 
the  country.  I  have  said,  "What  if  Sam  Walton  never  had  to  pay  a 
penny  of  taxes,  because  he  created  such  a  giant  company?"  Their 
attitude  is  that  he  created  so  many  jobs,  who  cares. 

Now  for  every  time  that  happens,  there  will  be  1,000  guys  who 
lose  money.  That  is  the  reward  ratio  in  starting  a  small  business. 
But  if  we  could  get  capital,  then  we  have  got  to  get  credit.  As  you 
know  better  than  I,  the  banks  do  not  want  to  loan  money  to  small 
businesses.  I  was  thrilled  to  see  the  President  working  to  change 
that  the  other  day.  That  has  got  to  be  done  in  a  very  hard  minded 
way. 
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You  all  can  really  help  him.  Because  you  can  get  a  bunch  of 
people  around  who  deal  and  who  do  not  understand  borrowing 
money  and  paying  it  back.  With  the  best  of  intentions,  they  come 
up  with  a  new  set  of  rules  that  do  not  help  the  little  businessman. 

If  he  gets  capital,  and  he  gets  credit,  or  she  gets  capital  and 
credit,  then  if  you  can  set  them  free.  If  we  can  free  them  up  for 
most  of  these  chains  that  we  drop  on  corporate  America  out  of 
Washington  all  day  every  day.  Say  this  family  leave  thing.  It 
should  have  been  put  on  companies — what  is  it,  50  or  bigger?  That 
is  small.  But  the  people  who  did  it  did  it  with  the  best  of  inten- 
tions, they  just  do  not  know  how  big  you  have  got  to  be  before  you 
can  carry  those  burdens. 

But  this  plan  now,  if  they  are  going  to  drop  health  care  and 
make  it  mandatory  for  every  tiny  little  startup,  that  is  a  killer. 

Interestingly  enough,  when  I  started  up  with  no  money,  every- 
body had  the  same  health  care  I  had,  and  guess  what  it  cost  me, 
$50  a  month  for  blue  chip  health  care.  A  different  time,  right? 

Mr.  LaFalce.  It  sure  is. 

We  have  to  go  to  our  next  Member  of  Congress,  Mr.  Hilliard  of 
Alabama. 

Mr.  Hilliard.  No  questions,  Mr.  Chairman. 

Mr.  LaFalce.  Ms.  Roybal-Allard. 

Ms.  Roybal-Allard.  No  questions,  Mr.  Chairman. 

Mr.  LaFalce.  Then  I  will  have  a  question  or  two,  if  the  others 
have  passed. 

Mr.  Perot,  as  I  look  at  what  has  happened  in  Mexico  in  the  past 
half  dozen  years  or  so,  it  seems  to  me  virtually  certain  that  Mexico 
will  have  to  devalue  its  peso,  and  that  Mexico  should  have  done 
this  sometime  ago.  But  the  only  reason  that  they  have  not  done  it 
is  because  we  might  then  in  using  our  econometric  projections 
using  the  devalued  peso,  but  that  they  will  do  it  almost  the  second 
after  NAFTA  is  approved. 

What  are  your  thoughts  on  the  situation  of  the  peso?  Should  it 
have  been  devalued,  how  much  does  it  need  to  be,  will  it  be,  and 
what  impact  will  that  have  on  all  of  these  economic  projections 
that  we  have  been  hearing  from  the  business  community? 

Mr.  Perot.  It  will  blow  them  away.  I  think  you  are  right  in  an- 
ticipating it.  I  do  not  know  how  much  or  how  big,  so  on  and  so 
forth.  I  would  expect  them  to  very  pragmatically  do  what  is  in 
their  best  interest.  That  is  the  way  the  world  turns,  in  our  country, 
our  international  friends,  and  they  are  our  friends. 

Nobody  does  it  better  than  the  Japanese,  as  it  is  said  around  the 
world.  They  are  smart,  and  they  are  shrewd.  They  lay  it  up  on  the 
table.  Nobody  who  is  smart  enough  to  dress  himself  and  go  to  work 
would  buy  the  deal.  They  do  not  expect  us  to  buy  the  deal.  Then 
they  are  shocked  when  we  do.  These  guys  are  just  playing  poker 
with  us.  They  are  going  to  have  to  devalue  the  peso.  I  do  not  know 
how  much.  But  you  know  it  is  coming.  I  do,  too. 

Mr.  LaFalce.  When  we  were  considering  the  Canadian-American 
Free  Trade  Agreement,  I  probably,  in  fact,  I  am  certain  that  I  had 
more  hearings  on  the  Canadian-American  Free  Trade  Agreement 
than  any  other  Member  of  Congress.  I  did  this  either  as  chairman 
of  the  Small  Business  Committee  or  chairman  before  that  of  the 
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Economic  Stabilization  Subcommittee  of  the  House  Banking  Com- 
mittee. 

I  was  perhaps  Congress's  strongest  proponent  of  the  Canadian- 
American  Free  Trade  Agreement,  because  of  the  tremendous  simi- 
larities between  our  two  countries,  which  with  skill  will  win  the 
race.  It  would  make  both  of  our  countries  more  competitive  and  be 
a  net  win.  I  think  that  is  right. 

We  had  huge  difficulties  though  in  arriving  at  an  agreement 
with  a  country  that  is  so  similar  to  us  in  so  many  respects.  I  cannot 
begin  to  count  the  differences.  We  never  did  get  to  the  subsidies 
question.  That  is  still  open.  It  still  has  to  be  negotiated.  They  are 
not  doing  anything  on  that,  hoping  to  resolve  it  in  the  multilateral 
context,  which  they  are  not  going  to  do. 

We  had  tremendous  difficulties  in  resolving  the  dispute  resolu- 
tion mechanism,  because,  in  a  sense,  we  each  had  to  give  up  a  bit 
of  our  sovereignty.  One  thing  that  we  did  not  do — and  I  advocated 
this,  but  I  was  about  the  only  one  who  advocated  it — I  thought  that 
there  should  have  been  a  specific  provision  dealing  with  the  differ- 
ences in  value  between  our  two  currencies,  and  saying  that  the  pro- 
visions of  the  agreement  should  pertain  only  so  long  as  our  curren- 
cy stayed  within  a  certain  relative  range. 

We  have  considerable  stability  between  the  United  States  and 
the  Canadian  dollar,  but  since  we  face  the  prospect  of  probable  de- 
valuation of  the  Mexican  peso,  what  would  you  say  of  an  additional 
supplementary  agreement,  if  we  are  going  to  pursue  the  concept  of 
supplemental  rather  than  starting  anew,  that  is  to  deal  with  the 
issue  of  the  relative  value  of  the  peso  vis-a-vis  the  U.S.  dollar  as 
essential  to  any  type  of  agreement  between  two  countries? 

Mr.  Perot.  I  think  you  have  to.  I  think  that  you  really  have  to 
get  some  bright  people  to  spend  a  lot  of  time  on  that,  and  make 
sure  that  there  was  not  some  escape  clause  there  that  somebody 
missed  in  putting  it  together.  That  needs  to  be  done,  and  that  is 
fair.  Both  parties  should  not  object  to  that. 

Mr.  Bilbray.  Mr.  Chairman,  if  I  may  ask  you  a  question  on  that. 

Are  you  referring  to  a  provision  in  the  agreement  that  would  ac- 
tually set  the  value  of  the  peso  to  the  dollar? 

Mr.  LaFalce.  No;  I  am  not  talking  about  the  specific  provision 
that  would  set  the  value  of  the  peso  to  the  dollar,  but  something 
perhaps  that  says  that  there  has  to  be  some  band  of  permissible 
movement,  a  certain  zone,  if  you  will,  of  permissible  fluctuation 
above  and  beyond  which  the  impediments  to  the  agreements  would 
be  so  obvious  and  so  great  that  maybe  it,  in  and  of  itself,  should 
void  the  agreement. 

Mr.  Bilbray.  Void  the  agreement. 

Mr.  LaFalce.  Because  otherwise,  I  do  not  know  what  defense  we 
would  have  against  a  devaluation  of  the  peso.  It  would  be  a  unilat- 
eral action  on  the  part  of  the  Mexican  Government,  over  which  we 
would  have  no  voice  and  no  control. 

Mr.  Perot.  You  have  got  a  Who's  Who  of  the  world  south  of  the 
border  manufacturing  and  shipping  into  our  country.  You  just  play 
with  the  peso  now.  Obviously,  you  have  put  ourselves  in  a  very  un- 
tenable position.  It  has  to  be  part  of  it.  I  believe  so. 

Mr.  LaFalce.  Thank  you. 

Mr.  Smith. 
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Mr.  Smith.  Mr.  Perot,  you  mentioned  the  need  for  small  busi- 
nesses to  get  capital.  I  just  came  from  another  hearing  before  the 
Small  Business  Appropriations  Committee,  where  they  told  us  that 
the  demand  for  guaranteed  loans  is  just  going  through  the  ceiling. 
A  lot  of  these  businesses  do  not  really  need  more  loan  money  as 
much  as  they  need  equity  capital.  They  should  not  be  paying  a 
fixed  obligation  in  the  early  years  if  they  are  going  to  be  successful. 

That  is  what  my  question  relates  to.  We  have  always  depended 
on  small  business  to  bring  us  out  of  recessions,  to  make  fast  adjust- 
ments, and  to  be  on  the  cutting  edge  of  technology. 

To  what  extent  does  not  indexing  capital  gains  affect  this? 

Mr.  Perot.  Were  you  here  when  we  just  discussed  that  a  minute 
ago? 

Mr.  Smith.  Capital  gains,  no. 

Mr.  Perot.  I  would  propose  that  to  get  capital  available  to  start 
up  new  companies — and  this  is  not  some  funny  little  trick  where 
some  giant  corporation  creates  a  new  subsidiary  to  get  this  deal, 
this  is  a  true  startup  with  an  entrepreneur — that  whoever  provides 
the  capital  pays  no  capital  gains,  gross  is  net.  Now  that  will  attract 
money. 

Mr.  Smith.  Even  if  it  is  not  a  startup  company,  they  need  some 
equity  on  a  5-  or  20-year  basis. 

Mr.  Perot.  OK.  Let's  assume  that  he  is  up  and  running.  At  that 
point,  he  could  have  a  public  offering.  There  is  a  great  interest  in 
public  financing  for  successful  small  companies.  You  might  say 
OK,  but  in  between,  the  year  before  he  gets  to  that  point.  He  is  up, 
and  he  is  running.  Now,  he  got  some  money  to  get  up.  Then  do  an 
index  capital  gain  the  second  time  around. 

Mr.  Smith.  Right. 

Mr.  Perot.  Because  if  I  come  in  after  you  are  up  and  running, 
and  I  can  see  the  product,  kick  the  tires,  and  go  talk  to  your  cus- 
tomers, and  meet  your  employees,  I  have  a  lot  to  look  at  that  I  do 
not  have  when  you  are  in  my  office  with  a  dream,  right?  Then  the 
next  time  around,  I  should  not  get  the  same  advantage.  It  is  still 
high  risk.  But  I  should  get  less  of  an  advantage  than  the  person 
who  showed  up  when  nobody  else  would. 

Mr.  Smith.  Maybe  less  advantage.  But  let  me  remind  you  that 
even  if  it  is  an  expanding  business,  the  company  pays  State  and 
Federal  taxes,  about  40  percent.  Then  to  get  the  money  out  after 
you  sell  the  stock,  after  a  20-year  investment,  the  owner  pays  an- 
other 40  percent  tax  on  the  60  percent. 

Mr.  Perot.  Right. 

Mr.  Smith.  That  is  a  total  of  more  than  60  percent.  If  it  is  a  5-  or 
10-year  investment,  maybe  a  third  of  what  you  get  out  of  that  stock 
may  be  inflation.  You  are  paying  taxes  on  inflation.  That  is  what  I 
am  really  talking  about.  It  is  indexing  capital  gains  on  long-term 
investment.  Not  short  term.  Not  1  year,  2  years,  or  3  years,  but 
long  term  investment. 

Mr.  Perot.  You  are  indexing  it  against  inflation  only? 

Mr.  Smith.  Right. 

Mr.  Perot.  I  think  that  what  I  would  really  prefer  is  that  we 
have  some  discipline  in  our  Government  that  makes  it  unfashiona- 
ble to  continue  to  deteriorate  the  dollar.  Right  now,  there  is  no  dis- 
cipline. Once  we  have  got  everybody,  everybody  in  Government  has 
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got  a  COLA.  Then  they  are  protected,  but  the  person  who  is  paying 
the  taxes  is  not. 

I  think  that  indexing  assumes — I  would  have  in  front  of  the  in- 
dexing some  barrier  to  deflating  our  currency,  which  is  another 
way  of  saying  inflating. 

Mr.  Smith.  Do  you  think  that  indexing  against  inflation  only,  as 
I  am  talking  about,  would  make  a  difference  in  the  ability  to  raise 
equity  capital? 

Mr.  Perot.  Yes;  the  short  answer  is  yes.  But  I  would  not  put  it 
up  there  by  itself.  Because  I  would  like  to  see  as  many  barriers 
spent.  We  would  like  to  not  have  inflation,  right?  We  would  like  to 
have  an  economy  that  did  not  have  all  of  these  problems.  If  we  just 
hedge  against  all  of  them  and  assume  that  it  is  some  virus  that  is 
there  and  will  be  there,  and  that  we  will  continue  to  deteriorate 
the  dollar  through  mismanagement  of  our  country's  affairs,  then 
that  is  attractive.  More  attractive  would  be  to  stop  deteriorating 
the  dollar.  Put  in  a  two-stepper,  but  have  a  barricade  in  front  of  it 
is  all  I  would  say. 

Chairman  LaFalce.  It  is  the  intention  of  the  Chair  to  conclude 
the  hearing  unless  there  are  burning  questions  on  NAFTA  that 
other  members  might  have.  If  that  is  the  case,  we  would  allow  a 
member  one  question  strictly  on  NAFTA. 

Is  there  any  other  question  on  NAFTA  that  any  other  member 
wishes  to  ask? 

Mr.  Mazzoli  of  Kentucky. 

Mr.  Mazzoli.  I  want  to  thank  Mr.  Perot  again  for  his  patience 
and  his  sticking  to  the  subject. 

Again,  I  think  I  asked  you  the  question  before,  sir,  and  let  me 
just  ask  it  one  more  time.  Is  it  your  conclusion  that  NAFTA  is  not 
correctable;  that  there  is  no  way  counting  both  the  ancillary  agree- 
ments and  phasing-in  and  maybe,  as  Mr.  Gephardt  talks  about, 
transborder  or  across-border  adjustments;  that  there  really  is  no 
way  to  deal  with  this  NAFTA,  but  that  we  really  have  to  go  back 
to  the  drawing  board  and  renegotiate  it? 

Mr.  Perot.  We  could  patch  it,  repaint  it,  and  toy  with  it.  I  think 
the  better  thing  for  both  countries,  looking  back  10  years  from 
now,  would  be  to  just  sit  down  and  carefully  and  surely  create  the 
proper  agreement  rather  than  try  to  keep  wiring  around  2,000 
pages  of  heaven  knows  what. 

Would  you  rather  have  an  old  Edsel  reworked,  or  just  go  out  and 
create  a  new  car?  I  would  say  here  it  is  better  to  create  a  new 
agreement,  realize  there  will  be  some  trauma  with  our  friends,  but 
I  think  it  is  the  right  thing  to  do. 

Mr.  Mazzoli.  Well,  I  have  an  old  1965  Rambler  that  I  drive 
around,  and  that  thing  still  gets  me  from  point  A  to  point  B,  even 
with  a  little  tinkering. 

Mr.  Perot.  You  have  got  that  car.  But,  see,  the  analogy — that 
was  a  good  trade  agreement. 

Mr.  Mazzoli.  Thank  you. 

Chairman  LaFalce.  OK,  good. 

Mr.  Perot,  we  are  going  to  give  you  an  opportunity  for  any  con- 
cluding observations  that  you  would  like  to  make  before  you 

Mr.  Perot.  Yes;  I  would  like  to  reduce  everything  I  have  said 
today  to  human  terms. 
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There  is  a  lady  named  Molly  James  in  Patterson,  New  Jersey. 
She  lives  in  a  modest  six-room  house.  She  worked  for  33  years 
making  ballast  for  fluorescent  lights  at  the  Universal  Manufactur- 
ing Co.  in  Patterson,  New  Jersey.  The  most  she  ever  was  paid  was 
$7.91  an  hour. 

The  company  was  sold  in  a  Drexel  Burnham  junk  bond  leveraged 
buyout  in  1986.  Drexel  and  its  partners  kept  37  percent  and  put 
the  new  company  heavily  into  debt.  The  new  management  paid 
itself  huge  fees.  On  June  30,  1989,  the  Patterson  plant  was  closed 
and  moved  to  Mexico  to  increase  its  profitability. 

Mrs.  James  was  offered  a  job  lifting  heavy  boxes.  At  her  age  she 
could  not  do  it.  She  could  not  lift  the  boxes.  She  was  out  of  work. 

In  Mexico,  Rosa  Vasquez,  age  26,  now  has  Molly's  old  job.  She 
makes  $59.00  a  week.  She  and  her  family  of  four  live  in  a  10-  by  12- 
foot  shack  with  a  tin  roof.  The  house  is  reachable  by  walking  along 
a  dirt  path.  It  has  outdoor  plumbing.  It  has  no  electricity.  They 
have  a  kerosene  lamp.  Chickens  and  pigs  roam  the  yard. 

Back  in  Paterson,  nobody  will  hire  Molly.  She  cannot  even  keep 
her  health  insurance.  The  company  went  public  in  1989.  It  had 
record  profits  in  1991.  The  junk  bond  kings  made  money.  The 
chairman's  former  wife  described  their  life  in  their  divorce  pro- 
ceedings. They  live  in  a  $4-million  mansion  in  Beverly  Hills.  They 
took  vacations  in  Australia,  Hong  Kong,  China,  Japan,  Paris,  and 
London.  They  flew  on  the  Concorde,  stayed  in  the  best  hotels.  The 
people  suffered. 

My  question:  Is  this  21st  Century  capitalism?  If  it  is,  our  great 
Nation  will  have  to  become  a  third  world  country. 

I  saw  conditions  like  this  when  I  was  a  child  in  the  Depression.  I 
do  not  want  our  people  to  have  to  endure  it  again.  If  this  is  the 
future,  I  would  say  God  help  the  average  working  person  in  our 
country. 

Thank  you  very  much. 

[Applause.] 

Chairman  LaFalce.  Mr.  Perot,  on  behalf  of  the  Small  Business 
Committee,  the  U.S.  House  of  Representatives,  and  the  American 
people,  thank  you  very  much. 

Mr.  Perot.  Thank  you,  sir. 

Chairman  LaFalce.  The  Small  Business  Committee  is  adjourned. 

[Whereupon,  at  4:10  p.m.,  the  committee  was  adjourned,  subject 
to  the  call  of  the  Chair.] 
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STATEMENT  OF  REP.  JOHN  J.  LaFALCE,  CHAIRMAN 

COMMITTEE  ON  SMALL  BUSINESS 

HEARING  ON  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

March  24,  1993 

This  afternoon  the  Committee  on  Small  Business  is  pleased  to 
welcome  one  of  America's  most  distinguished  business  leaders, 
Mr.  H.  Ross  Perot,  to  further  explore  the  potential  impact  of  a 
North  American  Free  Trade  Agreement,  or  NAFTA,  on  the  U.S. 
economy . 

This  103rd  Congress  will  have  to  consider  the  merits  of  a 
free  trade  agreement  with  Mexico  that  was  negotiated  by  the  Bush 
Administration.   During  the  presidential  campaign,  Governor 
Clinton  supported  this  free  trade  agreement  on  the  condition  that 
three  supplementary  side  agreements- -strengthening  provisions  for 
labor  standards,  environmental  protection,  and  import  surges- - 
could  be  negotiated.   We  now  understand  that  a  fourth  factor- -the 
legal/judicial  aspects  of  Mexico's  enforcement  process- -may  be 
included  among  these  conditions.    You,  Mr.  Perot,  as  one  of 
three  Presidential  candidates,  did  not  favor  the  agreement  as 
negotiated;   nor  did  you  favor  it  conditionally;   you  denounced 
it.   But  neither  Congress  nor  the  American  public  has  yet  heard 
fully  from  you  the  specific  reasons  for  your  denouncement.   I 
believe  all- -especially  Congress  and  the  American  public- -would 
benefit  from  having  a  full  explanation  of  your  views.   And  that 
is  why  you  were  invited  to  testify  today. 


53 


2 

The  key  question  before  Congress  is  whether  this  free  trade 
agreement  negotiated  with  Mexico  can  work  and  whether  it  is  a 
good  deal  for  America.    I  surely  commend  the  Clinton 
Administration  for  trying  to  further  refine  and  improve  the  work 
of  the  previous  Administration;   but  I  fear  that  no  side  deal,  no 
additional  monitoring  commissions,  can  save  this  agreement. 

We  must  not  lose  sight  of  the  fact  that  NAFTA  is  a  house 
that  was  built  by  Prime  Minister  Mulroney,  President  Bush,  and 
President  Salinas.   President  Bush  is  now  gone,  and  Prime 
Minister  Mulroney  is  resigning.   President  Clinton  is  trying  to 
put  some  additions  on  that  house.   But  I  fear  no  matter  how  many 
additions,  no  matter  how  many  coats  of  paint  we  put  on  that 
house,  the  foundation  will  remain  the  same.   It  is  that 
foundation  we  need  to  investigate.   For  if  the  foundation  is 
unsound,  the  whole  house  could  come  crashing  down  upon  the 
American  worker. 

This  Committee  has  held  five  previous  hearings  on  NAFTA  in 
an  attempt  to  ensure  that  Congress  hears  all  sides  of  the  issue. 
Other  Congressional  committees  also  have  focused  on  NAFTA,  but 
their  witnesses  for  the  most  part  have  supported  NAFTA.   The 
Small  Business  Committee  has  attempted  to  bring  a  modicum  of 
balance  to  the  review  process.   In  addition  to  those  from  the 
business  and  academic  communities  who  support  NAFTA,  we  have 
heard  from  small -business  owners,  academics,  labor,  and  human 
rights  activists  from  both  the  United  States  and  Mexico  who 
expressed  grave  concerns. 
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Many  issues  have  been  raised  about  NAFTA: 

0    During  debate  on  extending  fast -track  authority  for 

NAFTA  negotiations,  there  was  concern  that  the  package 
might  ultimately  be  approved  primarily  because  of  the 
time  and  effort  already  expended  in  negotiations. 

0    There  is  concern  that  Congressional  votes  might  be 
cast,  not  on  the  economic  merits,  but  as  a  means  of 
ensuring  political  stability  in  Mexico. 

0    There  is  fear  that  U.S.  jobs  lost  by  plants  moving  to 
Mexico  will  not  be  replaced  by  newly  created, 
comparable  jobs  in  the  same  communities. 

0    There  is  consternation  about  the  leader  of  the 
democratic  world  joining  economic  hands  with  a 
Government  whose  electoral  process  is  less  than  free; 
and  whose  record  on  labor  and  human  rights  is  highly 
questionable . 

0    There  is  skepticism  whether  this  agreement  will  truly 
be  an  avenue  to  enhanced  U.S.  competitiveness,  or 
whether  it  instead  represents  an  ill-considered  resort 
to  a  "low- wage  option"  for  America  that  will  neither 
improve  the  underlying  conditions  supporting 
competitive  performance  nor  enhance  the  American 
worker's  standard  of  living. 

0  There  is  unease  that  we  may  be  promoting  an  economic 
marriage  too  quickly,  that,  rather  than  go  so  far  so 
fast,  we  should  instead  take  the  time  to  develop 
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prenuptial  conditions  to  ease  into  this  union  as  the 
European  Community  did  with  Spain,  Portugal,  and 
Greece. 

0  Finally,  there  are  warnings  that  the  United  States  will 
encounter  heavy  long-term  financial  costs  resulting 
from  this  union  with  Mexico;  in  fact,  there  is 
considerable  concern  that  we  will  not  even  see  a  short- 
term  export  benefit  should  Mexico  devalue  its  peso  once 
NAFTA  becomes  effective,  as  many  if  not  most  economists 
expect  them  to  do. 

Mr.  Perot,  during  your  presidential  campaign,  you  sought  to 
educate  the  American  people  on  economic  issues.   You  brought  the 
macro  and  microeconomic  realities  of  the  U.S.  economy  into  the 
living  rooms  of  Americans  so  they  could  understand  the  enormous 
economic  perils  that  lie  ahead  for  our  country. 

1  view  today's  hearing  as  a  continuation  of  that  educational 
process  you  started- -educating  both  the  Congress  and  the  public. 
Mr.  Perot,  as  one  of  America's  most  prominent  business  leaders,  I 
believe  that  we  perform  a  public  service  by  having  you  appear 
before  this  Committee.    Your  undisputed  expertise  in  the 
business  world  makes  your  assessment  of  NAFTA,  and  particularly 
its  impact  on  U.S.  jobs,  an  important  contribution  to  Congress' 
analysis  of  the  agreement.   We  are  delighted  to  have  you  here. 
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STATEMENT  OF  REPRESENTATIVE  JAN  MEYERS 

Hearing  on  the 

NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

COMMITTEE  ON  SMALL  BUSINESS 

Ray burn  2154 

U.S.  HOUSE  OF  REPRESENTATIVES 

WASHINGTON,  D.C. 

MARCH  24,  1993 

Mr.  Chairman,  thank  you  for  scheduling  what  promises  to  be  a 
very  lively  hearing  on  a  timely  topic  of  great  interest  to  me  and 
to  all  Members  of  this  Committee — the  North  American  Free  Trade 
Agreement.   I  would  like  to  extend  a  warm  Kansas  welcome  to  you, 
Mr.  Perot,  and  commend  you  for  keeping  your  promise  made  during 
the  Presidential  campaign  to  stay  involved  in  the  political 
process  and  in  the  issues  of  concern  to  America.   We  look  forward 
to  your  testimony  today. 

Certainly,  the  future  of  the  North  American  Free  Trade 
Agreement,  or  NAFTA,  and  what  such  an  agreement  will  mean — in 
terms  of  jobs,  exports,  and  labor  and  environmental  standards — is 
an  issue  of  great  debate  both  here  in  Congress  and  throughout  the 
country.   Mexico  is  a  major  trading  partner  for  the  U.S.,  with 
exports  to  that  country  reaching  $33  billion  in  1991.   Indeed,  my 
home  state  of  Kansas  has  found  Mexico  to  be  an  excellent  export 
market  for  its  agricultural  products,  and  various  manufactured 
goods  and  eguipment.   However,  as  I  have  expressed  in  previous 
hearings  before  this  Committee  and  the  Foreign  Affairs  Committee, 
upon  which  I  also  serve,  I  have  some  real  reservations  about  this 
agreement.   My  concerns  are  tied  to  potential  job  loss  in  the 
U.S.,  environmental  standards  in  Mexico,  and  the  exploding 
population  growth  in  that  country. 

Mr.  Chairman,  in  recent  years  an  increasing  number  of  jobs 
have  moved  South  of  the  Border — presumably  to  take  advantage  of 
substantially  lower  wages  and  lax  enforcement  of  environmental 
standards  in  Mexico.   Such  moves  have  been  beneficial  to 
companies1  bottom  lines — but  have  left  thousands  of  Americans 
without  jobs.   There  are  volumes  of  studies  on  potential  job 
losses,  and  job  gains,  in  the  U.S.  as  a  long-term  result  of 
NAFTA,  but  these  studies  are  often  conflicting,  and  no  one  seems 
to  know  precisely  which  jobs  will  be  lost  and  how  many  will  be 
created.   Which  regions  of  our  country  will  share  a 
disproportionate  loss  of  jobs?  How  will  small  businesses  fair 
under  NAFTA?   While  the  long-term  effects  of  NAFTA  may  be 
positive  for  our  country,  what  about  the  short-term  effects?  Are 
we  prepared  to  cope  with  significant  job  losses  in  the  near 
future?   These  are  but  a  few  of  the  unanswered  questions  I  have 
about  NAFTA. 

I  believe  our  witness  today,  Mr.  Ross  Perot,  has  expressed 
similar  concerns,  being  quoted  in  January  as  saying,  "If  you  can 
find  someone  who  says  it  (NAFTA)  won't  be  damaging  against  our 
country  in  the  short  term,  I'd  like  to  meet  that  person."   In 
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addition,   Mr.  Perot  has  hit  upon  a  facet  to  the  NAFTA 
ratification  process  which  I  find  most  disturbing,  and  that  is 
the  number  of  former  U.S.  officials  that  have  been  hired  by  the 
Mexican  government  to  lobby  for  NAFTA.   As  he  pointed  out  this 
past  weekend,  many  of  our  top  trade  negotiators  leave  public 
service  to  become  lobbying  agents  for  foreign  governments  or 
foreign  business  concerns.   Numerous  former  public  officials  and 
U.S.  law  firms  have  been  retained  by  the  Mexican  government  to 
exert  their  influence  and  push  for  ratification  of  the  agreement. 
This  "revolving  door"  simply  cannot  be  in  America's  best 
interests,  and  I  hope  we  can  address  this  subject  during  the 
course  of  this  hearing. 

Mr.  Chairman,  while  I  do  not  doubt  the  sincerity  of 
President  Salinas,  former  President  Bush,  and  President  Clinton, 
in  working  for  an  agreement  that  enhances  labor  standards  and 
enforcement  of  environmental  laws  in  Mexico,  given  the  explosive 
growth  of  the  Mexican  population  I  simply  do  not  believe  that 
these  will  be  promises  President  Salinas  will  be  able  to  keep. 
When  your  population  is  projected  to  double  in  30  years,  and 
accompanying  poverty  drives  more  and  more  people  to  the  cities, 
Mexico  will  not  be  able  to  keep  up  with  the  demand  for  sanitary 
water  and  sewer  systems.   The  United  States,  with  all  its  wealth, 
could  not  meet  such  a  task  if  our  population  were  to  double  in  30 
years.   Furthermore,  with  the  supply  of  impoverished  workers 
showing  no  signs  of  slowing  down,  wages  and  labor  standards  are 
likely  to  remain  that  of  any  third  world  or  developing  country. 

Mr.  Chairman,  I  do  believe  NAFTA  could  be  beneficial  to  many 
industries  and  companies,  large  and  small.   There  are  many 
advocates  of  the  trade  agreement  in  the  business  community  who 
believe  that  lowering  the  tariff  barriers  will  allow  more  medium 
and  small  businesses  to  export  products  and  services  to  Mexico. 
I  strongly  support,  and  believe  we  should  enhance,  efforts  to 
assist  small  businesses  in  the  field  of  exporting.   However,  I 
feel  I  must  look  at  all  facets  of  this  agreement,  and 
unfortunately,  at  this  point,  I  believe  the  harm  outweighs  the 
good.   I  do  plan  to  keep  listening,  however,  to  those  who  are 
testifying  before  Congress  on  the  Agreement — from  both  schools  of 
thought — and  I  hope  we  will  have  additional  hearings  on  this 
topic,  bringing  in  representatives  from  the  small  business 
community  to  hear  their  point  of  view. 

Thank  you,  Mr.  Chairman,  and  I  look  forward  to  hearing  from 
Mr.  Perot. 
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STATEMENT  OF  CONGRESSMAN  NORMAN  SISISKY 

HEARING  OF  THE  COMMITTEE  ON  SMALL  BUSINESS 

ON  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

WEDNESDAY,  MARCH  24,  1993 


MR.  CHAIRMAN,  I  WANT  TO  COMMEND  YOU  FOR  YOUR  CONTINUING 
INTEREST  IN  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT  (NAFTA) .  I 
KNOW  THAT  THIS  PROPOSED  AGREEMENT  IS  OF  GREAT  CONCERN  TO  WORKERS 
AND  SMALL  BUSINESSES  IN  THE  FOURTH  DISTRICT  OF  VIRGINIA  AND 
THROUGHOUT  THE  COUNTRY. 

I  ESPECIALLY  APPRECIATE  YOUR  FOCUS  ON  ONE  VERY  TROUBLING  ISSUE 
IN  THE  NAFTA  DEBATE  —  THE  INCENTIVES  FOR  U.S.  BUSINESSES  TO 
RELOCATE  TO  MEXICO.  IT  IS  UNFORTUNATE  THAT  IN  A  TIME  OF  LIMITED 
JOB  GROWTH,  MORE  AND  MORE  AMERICAN  COMPANIES  ARE  ALREADY  RELOCATING 
TO  MEXICO  AND  OTHER  DEVELOPING  COUNTRIES.  I  AM  VERY  CONCERNED  THAT 
THIS  TREND  IS  TAKING  AMERICAN  JOBS  OUT  OF  THE  COUNTRY  AND  ERODING 
OUR  MANUFACTURING  BASE. 

FOR  THIS  REASON  I  VOTED  AGAINST  GIVING  THE  PRESIDENT  "FAST- 
TRACK"  AUTHORITY  TO  NEGOTIATE  THE  NAFTA  AGREEMENT.  I  DID  NOT  THINK 
THAT  WE  IN  CONGRESS  SHOULD  ABDICATE  OUR  RESPONSIBILITY  TO  ENSURE 
THAT  THIS  PROBLEM  IS  ADEQUATELY  ADDRESSED,  AND  THAT  ALL  PROVISIONS 
OF  THE  NAFTA  ARE  IN  THE  BEST  INTEREST  OF  AMERICAN  WORKERS. 

DURING  THE  PRESIDENTIAL  DEBATES  LAST  FALL,  MR.  PEROT  VOICED 
SIMILAR  VIEWS.  I  LOOK  FORWARD  TO  HEARING  MORE  ABOUT  MR.  PEROT'S 
CONCERNS,  AND  I  TRUST  THAT  THIS  DISCUSSION  WILL  HELP  TO  FOCUS 
CONGRESS'S  ATTENTION  ON  A  SERIOUS  PROBLEM  THAT  I  BELIEVE  MUST  BE 
RESOLVED. 
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THE  HONORABLE  KWEISI  MFUME 

OPENING  STATEMENT 

BEFORE  THE  COMMITTEE  ON  SMALL  BUSINESS 

MARCH  24,  1993 

H.  ROSS  PEROT 
"THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT" 

GOOD  AFTERNOON  MR.  CHAIRMAN,  MEMBERS  OF  THE  COMMITTEE,  AND  MR. 
PEROT.  FIRST,  I  WOULD  LIKE  THANK  CHAIRMAN  LAFALCE  FOR  SCHEDULING 
THIS  IMPORTANT  HEARING  TO  RECEIVE  MR.  ROSS  PEROT'S  INSIGHTS  ON  THE 
EFFECTS  OF  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT.  I  WOULD  ALSO 
LIKE  TO  COMMEND  MR.  PEROT  FOR  BRINGING  A  RENEWED  SPIRIT  TO  THE 
POLITICAL  PROCESS,  AND  FOR  MAINTAINING  HIS  ENTHUSIASM  AND 
INVOLVEMENT  IN  DEBATES  ON  CRITICAL  ISSUES  CONFRONTING  THE  U.S. 
ECONOMY . 

TODAY'S  HEARING  FOCUSES  ON  AN  IMPORTANT  ISSUE  FOR  THIS 
CONGRESS  AND  FOR  THE  ENTIRE  NATION  AS  WELL.  JOB  CREATION  IS  A 
MAJOR  CONCERN  AND  IS  VITAL  TO  BRINGING  ABOUT  A  COMPLETE  RECOVERY  OF 
OUR  NATION'S  ECONOMY. 

DURING  THE  CAMPAIGN  FOR  PRESIDENT  WE  HEARD  YOU  REFER  TO  THE 
"GIANT  SUCKING  SOUND"  THAT  WE  WOULD  ALL  HEAR  COMING  FROM  MEXICO  AS 
U.S.  COMPANIES  MOVED  THEIR  ENTERPRISES  SOUTH.  THE  CONCERN  OFTEN 
MENTIONED  IS  THAT  U.S.  COMPANIES  WILL  MOVE  THEIR  OPERATIONS  TO 
MEXICO  IN  ORDER  TO  TAKE  ADVANTAGE  OF  LOWER  WAGES  AND  MORE  RELAXED 
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ENVIRONMENTAL  STANDARDS.  WE  ON  THIS  COMMITTEE  ARE  INTERESTED  IN 
HEARING  YOU  ESPOUSE  FURTHER  ON  WHAT  YOU  FORESEE  AS  THE  POTENTIAL 
EFFECTS  OF  "THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT"  ON  JOBS  IN  THE 
U.S.  AS  YOU  ARE  AWARE,  THE  PRESIDENT  IS  SEEKING  SUPPLEMENTAL 
AGREEMENTS  TO  PROTECT  U.S.  LABOR  AND  THE  ENVIRONMENT.  UNDOUBTEDLY, 
THIS  WILL  HAVE  AN  IMPACT  ON  HOW  NAFTA  AFFECTS  THE  U.S.  JOB  MARKET. 

AS  A  MEMBER  OF  THIS  COMMITTEE  AND  CHAIRMAN  OF  THE  SUBCOMMITTEE 
ON  MINORITY  ENTERPRISE,  FINANCE,  AND  URBAN  DEVELOPMENT,  AND  A 
MEMBER  CONCERNED  WITH  THE  WELL  BEING  OF  HIS  CONSTITUENTS,  I  AM 
PARTICULARLY  SENSITIVE  TO  NAFTA 'S  IMPACT  ON  URBAN  AMERICA  AND  LOOK 
FORWARD  TO  HEARING  YOUR  VIEWS  ON  WAYS  WE  CAN  PRESERVE  JOBS  IN  THIS 
COUNTRY . 

MR.  PEROT,  THANK  YOU  AGAIN  FOR  APPEARING  BEFORE  THIS  COMMITTEE 
AND  I  LOOK  FORWARD  TO  YOUR  TESTIMONY. 
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STATEMENT  FOR 

CONGRESSMAN  FLOYD  H.  FLAKE 

BEFORE  THE  COMMITTEE  ON  SMALL  BUSINESS 

MARCH  24,  1993 

GOOD  AFTERNOON  MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SMALL  BUSINESS 
COMMITTEE.  THANK  YOU  MR.  CHAIRMAN  FOR  HOLDING  THIS  HEARING  IN  A 
CONTINUED  EFFORT  TO  ANALYZE  THE  POSSIBLE  RAMIFICATIONS  OF  NAFTA  ON 
U.S.  BUSINESS.  I  WELCOME  MR.  PEROT  AND  THANK  HIM  FOR  THE  TESTIMONY 
THAT  HE  WILL  PROVIDE. 

WHEN  CONSIDERING  NAFTA  WE  MUST  BE  MINDFUL  OF  THE  POLITICAL  AND 
ECONOMIC  REPERCUSSIONS  OF  ENTERING  INTO  SUCH  AN  AGREEMENT 
ESPECIALLY  WHEN  WE  ARE  CONSIDERING  THE  IMPACT  THAT  THIS  AGREEMENT 
WILL  HAVE  ON  THE  UNITED  STATES  BUSINESS  COMMUNITY.  THE  LONG  TERM 
SUCCESS  AND  VITALITY  OF  U.S.  BUSINESS  MUST  BE  CAREFULLY  SCRUTINIZED 
IF  WE  ARE  TO  SUCCESSFULLY  BOLSTER  OUR  ECONOMY  AND  COMPETE  IN  THE 
GLOBAL  MARKET.  THEREFORE,  I  HOPE  THIS  OPPORTUNITY  WILL  ILLUMINATE 
SOME  OF  THE  PITFALLS  THAT  MAY  ENSUE  AS  A   CONSEQUENCE  OF  NAFTA. 

MR.  PEROT  HAS  A  LONG  AND  DISTINGUISHED  RECORD  OF  ACHIEVEMENT 
IN  BUSINESS  AND  I  LOOK  FORWARD  TO  HIS  INSIGHTFUL  PERSPECTIVE  IN 
THIS  ISSUE.  THERE  ARE  STILL  MANY  UNANSWERED  QUESTIONS  WITH  RESPECT 
TO  NAFTA  AND  WE  OUGHT  TO  ARRIVE  AT  SOME  CONCLUSIONS  ABOUT  THE 
REALITY  OF  U.S.  BUSINESS  RELOCATION  IN  MEXICO  AND  THE  DISPLACEMENT 
OF  OUR  WORKERS.  BEFORE  WE  BEGIN  TO  CHAMPION  THIS  AGREEMENT  AT  FACE 
VALUE  AS  A  BOON  FOR  THE  AMERICAN  ECONOMY,  WE  MUST  DELVE  BENEATH  THE 
SURFACE  TO  EXAMINE  THE  REAL  PROSPECTS  OF  SUCH  AN  ARRANGEMENT. 

WITH  THAT  IN  MIND,  I  AWAIT  MR.  PEROT'S  TESTIMONY  THAT  WILL 
AFFORD  US  AN  ADDITIONAL  PERSPECTIVE  IN  THIS  MATTER. 
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OPENING  REMARKS  OF  HON.  GLENN  POSHARD 

COMMITTEE  ON  SMALL  BUSINESS 

MARCH  24,  1993 


Mr.  Chairman,  I  want  to  thank  you  for  arranging  this 
opportunity  for  the  Committee  on  Small  Business  to  hear  from  H. 
Ross  Perot  on  the  proposed  North  American  Free  Trade  Agreement. 
As  he  is  certainly  one  of  the  most  successful  business  leaders  of 
this  country,  I  welcome  Mr.  Perot  to  this  committee  and  thank  him 
for  his  insight  into  NAFTA. 

Under  the  right  conditions,  the  NAFTA  could  provide  new  jobs 
in  the  United  States  and  help  develop  the  struggling  economy  of 
our  neighbor  to  the  south,  Mexico.   Under  the  wrong  conditions, 
we  could  not  only  experience  the  loss  of  jobs  here  at  home  but 
also  fail  to  deliver  on  the  promise  of  an  improved  guality  of 
life  for  the  people  of  Mexico.   Under  the  wrong  conditions,  we 
could  create  a  boon  for  the  trans-national  corporations  and  their 
bottom  lines  while  doing  nothing  to  advance  the  living  standards 
for  the  average  American  or  Mexican  worker. 

I  believe  it  is  our  responsibility  to  pass  NAFTA  only  under 
the  right  conditions.   From  my  viewpoint,  that  means  an  agreement 
which  has  strong  and  specific  safeguards  against  the  exploitation 
of  Mexican  workers,  which  means  strict  child  labor  and  workplace 
safety  regulations  along  with  a  living  wage  for  their  efforts. 
We  must  also  provide  environmental  regulations  which  protect  our 
natural  resources . 

I  cannot  discuss  NAFTA  without  making  a  brief  mention  of  the 
broomcorn  broom  industry  which  is  important  to  the  19th  district 
of  Illinois.   We  have  urged  the  Administration  to  consider 
supplemental  agreements  for  this  industry  which  stands  to  be 
severely  impacted  by  the  terms  and  conditions  set  forth  in  the 
current  proposal .   I  thank  Chairman  LaFalce  for  his  time  and 
attention  to  this  industry  and  would  appreciate  hearing  from  Mr. 
Perot  if  he  has  any  particular  thought  about  broomcorn  brooms  or 
supplemental  agreements  for  other  sensitive  industries. 

Mr.  Chairman,  thank  you  again  for  your  leadership  on  this 
issue  and  for  this  opportunity  to  continue  our  examination  of  the 
North  American  Free  Trade  Agreement. 
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Statement  of  Congressman  Walter  R.  Tucker,  HI 
Hearing  with  H.  Ross  Perot,  March  24,  1993: 


Good  afternoon  Mr.  Perot,  as  my  colleagues  have  indicated 
it  is  a  pleasure  to  have  you  here  with  us  today.  Although  I 
find  no  fault  with  the  goals  and  principles  that  motivate  the 
desire  for  a  free  trade  agreement,  I  do  have  reservations 
over  the  potential  effects  of  the  North  American  Free  Trade 
Agreement.  As  you  testify  to  the  impact  of  NAFTA  on 
American  business,  please  try  to  keep  in  mind  some  of  my 
concerns.  My  District  is  still  suffering  from  the  socio- 
economic recession.  Although  the  suffering  came  to  a  head 
last  year  in  the  form  of  the  LA  riots,  the  embers  of  that 
firestorm  still  burn  hot.  I  see  the  people  most  immediately 
hurt  by  NAFTA  as  the  very  people  caught  up  in  the  current 
economic  slow  down.  How  can  NAFTA  be  re-tooled  to 
alleviate  my  concern  for  the  American  workers  who  will  feel 
the  frontline  impact  of  NAFTA. 
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STATEMENT  OF  CONGRESSMAN  RON  KLINK 

on  the 
NORTH  AMERICAN  FREE  TRADE  AGREEMENT 
COMMITTEE  ON  SMALL  BUSINESS 
March  24,  1993 


Thank  you  Mr.  Chairman.   I  am  pleased  that  you  are  holding 
this  hearing  today  on  the  North  American  Free  Trade  Agreement  and 
I  am  pleased  that  Mr.  Perot  has  been  kind  enough  to  testify. 
Thank  you  Mr.  Perot. 

Like  many  on  this  Committee,  I  am  concerned  about  NAFTA.   I 
believe  that  the  NAFTA  agreement,  as  it  now  stands,  is  not  a  good 
agreement.   NAFTA  may  very  well  send  hundreds  of  thousands  of 
American  jobs  to  Mexico. 

I  realize  that  NAFTA  supporters  maintain  that  jobs  lost  to 
Mexico  will  be  low-paying  jobs  that  will  be  replaced  by  high- 
paying  jobs  in  high-tech  companies  that  will  then  export  products 
to  Mexico. 

But  there  are  thousands  of  people  in  my  district  who  would 
be  willing  to  work  in  those  "low-paying"  jobs,  or  any  jobs  for 
that  matter.   We  cannot  afford  to  export  jobs  anywhere,  even  low- 
paying  jobs. 

There  are  no  guarantees  for  the  high-paying,  high-tech  jobs 
that  NAFTA  is  supposed  to  create.   Even  if  there  were,  we  are  not 
providing  the  job-training  necessary  for  people  to  move  from  the 
unemployment  rolls  or  from  low-paying  jobs  into  these  higher  paid 
jobs. 

We  must  work  to  create  a  level  trade  playing  field  with 
Mexico.   At  the  very  least,  we  must  address  the  disparities 
between  the  U.S.  and  Mexico  on  wages  and  environmental,  health 
and  safety  standards.   I  am  hopeful  this  will  happen  through  the 
supplemental  agreements  that  the  Clinton  Administration  is 
negotiating  to  NAFTA. 

These  are  my  concerns  and  the  concerns  of  my  constituents, 
Mr.  Chairman.   I  look  forward  to  Mr.  Perot's  comments  on  the 
North  American  Free  Trade  Agreement. 
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Opening  Statement  by  Congressman  Richard  H.  Baker 
before  the  House  Small  Business  Committee 

March  24,  1993 
"The  North  American  Free  Trade  Agreement" 

I  want  to  thank  Chairman  LaFalce  for  calling  another  timely  hearing  on 
the  North  American  Free  Trade  Agreement.    Just  recently  the  House  passed  an 
economic  stimulus  package  that  will  cost  the  American  taxpayers  over  $16 
billion.    Much,  if  not  all,  of  this  new  spending  will  have  little  to  do  with  our 
immediate  economic  well-being.    If  we  really  want  an  immediate  and  lasting 
initiative  for  our  nation's  economy  that  will  not  cost  the  American  taxpayer  a 
dime,  we  need  to  improve  our  business  relationship  with  our  trading  partners 
to  the  north  and  south.    For  the  State  of  Louisiana,  in  my  opinion,  there  is  no 
greater  "economic  stimulus"  than  NAFTA.    This  trade  agreement  enhances  our 
ability  to  be  competitive  in  the  global  economy. 

I  also  want  to  take  this  opportunity  welcome  Mr.  Ross  Perot  to  the 
Committee  today.    As  a  businessman  who  is  an  exemplary  model  of  success  in 
our  nation's  free  enterprise  system,  I  am  very  interested  to  learn  more  about 
Mr.  Perot's  specific  concerns  over  a  trade  agreement  that  promises  to  improve 
our  international  competitiveness  in  the  global  economy.    Canada  is  the  largest 
market  for  U.S.  exporters  manufactured  goods.    Mexico  is  number  two,  not 
Japan.    In  fact,  Mexico  is  the  fastest  growing  U.S.  export  market,  and 
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represents  the  richest  opportunities  for  the  State  of  Louisiana. 

Today,  Louisiana  exports  to  Mexico  include  agricultural  crops  (primarily 
soybeans),  chemical  products,  furniture  &  fixtures,  apparel,  food  products, 
refined  petroleum  products  and  primary  metals.    NAFTA  promises  only  to 
amplify  business  and  industry  in  Louisiana.    Many  industrial  trucking,  shipping 
and  transfer  companies  throughout  Louisiana  and  the  Mississippi  River  corridor 
are  preparing  for  increased  economic  activity  because  of  the  promise  of 
NAFTA.    The  existing  barriers  to  trade  with  Mexico  have  served  only  to  limit 
Louisiana's  agricultural  exports  in  the  last  few  years,  thereby  costing  jobs  and 
business  revenues  in  America. 

Most  critics  argue  that  NAFTA  will  cost  our  country  jobs.    Recent 
trends,  however,  show  that  this  is  not  a  correct  analysis.    On  a  national  level, 
over  700,000  jobs  in  this  country  are  supported  by  our  nation's  exports  to 
Mexico.    More  importantly,  over  400,000  of  these  jobs  are  based  on  export 
growth  in  the  last  five  years.    Keep  in  mind  that  this  business  expansion  is 
taking  place  in  spite  of  the  existing  trade  barriers  that  limit  our  free  market 
economy.    As  is  the  case  in  most  instances,  business  and  industry  find  ways  to 
flourish  and  prosper  regardless  of  how  much  our  federal  government  gets  in 
the  way.    Just  think  of  the  economic  expansion,  or  as  the  new  administration 
like  to  call  it,  "economic  stimulus",  if  we  allow  the  free  market  system  to 
work  without  governmental  burdens. 

By  no  means  do  I  believe  that  NAFTA  is  a  perfect  agreement.    For 
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instance,  I  would  like  to  see  improvements  in  the  treatment  and  definition  of 
surplus  sugar  producers  in  Mexico.    Also,  without  comprehensive  financial 
services  modernization  and  reform  in  this  country,  I  am  concerned  about  the 
ability  of  our  nation's  banks  and  financial  institutions  to  compete  with  Mexican 
and  Canadian  institutions  who  may  already  have  a  competitive  advantage  when 
it  comes  to  products  and  services.    Notwithstanding  these  shortcomings,  we 
must  work  to  make  needed  improvements  in  the  treaty  through  side 
agreements,  and  not  abandon  NAFTA  entirely. 

I  find  it  most  disturbing  to  watch  the  U.S.  government  taking  a  back  seat 
to  our  business  and  industry's  ability  to  compete  internationally,  while  at  the 
same  time  only  heightening  the  regulatory  burden.    In  fact,  American  business' 
primary  difficulty  is  not  foreign  business  competition,  but  the  increasing  cost  of 
doing  business  in  the  face  of  regulatory  compliance  burdens.    Back  in  1988, 
the  OMB  estimated  that  total  federal  government  regulations  cost  American 
taxpayers  and  businesses  in  excess  of  $400  billion  annually.    This  translates  to 
an  average  cost  of  more  than  $4,000  per  household,  or  about  20%  of  the  after- 
tax income  of  the  average  American  family.    The  regulatory  burden  has  only 
worsened  since  1988.    Consider  that  the  1990  Clean  Air  Act  and  the 
Americans  with  Disabilities  Act  add  an  additional  $40  billion  and  $20  billion, 
respectively,  to  the  total  regulatory  burden. 

The  trade  barriers  that  exist  between  our  country  and  our  neighbors  to 
the  north  and  south  contribute  significantly  to  this  regulatory  burden.    The  new 
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administration  says  we  need  to  put  America  first.    I  believe  we  cannot  put 
America  first,  until  we  get  the  federal  government  out  of  the  way. 
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SMALL  BUSINESS 
INTfRIOR  AND  INSULAR  AFFAIRS 


Congre**  of  ti)t  Wntteb  fetate* 

J?ou«e  of  iRtprr«f ntattbt* 

Introductory  Statement  by 

Congressman  Joel  Hefley 

House  Small  Business  Committee 

March  24,  1993 

Mr.  Chairman,  let  me  say  for  the  record  that  I  support  the  North  American  Free  Trade  Agree- 
ment. I  think  NAFTA  is  in  this  country's  best  interest  and  I  hope  President  Clinton  is  going  to  keep 
his  campaign  pledge  to  support  the  trade  agreement  when  it  is  considered  by  Congress. 

That's  not  to  say  that  I  think  NAFTA  is  going  to  be  completely  painless.  I  am  sympathetic 
with  many  of  the  concerns  raised  by  American  businesses  about  the  agreement  U.S.  businesses 
operate  under  a  blanket  of  environmental  and  safety  regulations  which  hamper  their  ability  to  com- 
pete in  the  international  market.  I  agree  that  these  handicaps  need  to  be  recognized  and  addressed  in 
any  trade  agreement. 

At  the  same  time,  I  am  wary  of  some  of  the  arguments  raised  against  establishing  free  trade 
with  Mexico.  The  constant  harping  that  NAFTA  will  cost  this  country  jobs  and  slow  our  future 
economic  growth  is  completely  contrary  to  our  recent  experience  with  trade  agreements. 

For  example,  many  opponents  claim  that  if  the  NAFTA  is  passed,  then  U.S.  corporations  will 
move  to  Mexico  to  take  advantage  of  the  lower  labor  costs. 

Well,  that's  happening  right  now  without  the  assistance  of  the  NAFTA  agreement.  And  if  we 
stop  them  from  moving  to  Mexico,  they'll  move  to  South  Korea  or  the  the  Pacific  Rim  instead. 
Sticking  our  heads  in  the  sand  and  scrapping  NAFTA  won't  solve  the  problem  of  high-priced 
American  labor. 

On  the  other  hand,  NAFTA  will  open  up  Mexico's  markets  for  the  kind  of  capital  and  manu- 
factured goods  in  which  we  are  competitive.  This  growth  has  already  occured.  Since  1986  when 
Mexico  entered  GATT,  U.S.  exports  to  Mexico  have  tripled  creating  over  400,000  American  jobs. 
Over  eighty  perrent  of  these  new  jobs  are  the  high- wage  manufacturing  jobs  that  concern  the  oppo- 
nents of  NAFTA.  Signing  NAFTA  will  create  more. 

Other  opponents  to  NAFTA  point  out  that  we  can't  have  balanced  trade  with  Mexico  because 
its  people  living  along  the  U.S./Mexico  border  live  in  substandard  housing  and  earn  substandard 
wages.  In  my  mind,  this  observation  would  seem  to  support  a  free  trade  agreement.  Mexico's 
people  can't  improve  their  conditions  if  they  have  no  jobs  or  income. 

That  response  also  applies  to  the  environmental  concerns  raised  against  NAFTA.  There  is  a 
direct  linkage  between  economic  growth  and  increased  environmental  performance.  Environmental 
regulations  cost  money,  and  Mexico  can't  address  its  current  environment  problems  without  eco- 
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nomic  growth. 

The  perception  held  by  many  Americans  is  that  Mexico  is  a  third  world  country  that  has  little  to 
offer  the  United  States  as  a  trading  partner.  This  perception  ignores  the  reality  that  Mexico's  middle 
class  population  is  larger  than  Canada's  entire  population.  In  fact,  Mexico  is  already  our  third 
leading  trading  partner,  consuming  over  $40  billion  in  American  goods  each  year  and  providing  em- 
ployment for  over  600,000  Americans. 

For  every  impoverished  citizen  who  would  gladly  work —  whether  NAFTA  is  ratified  or  not — 
at  a  $1  a  day  job  along  the  Mexico  border,  there  is  a  middle-class  citizen  eager  to  purchase  U.S. 
goods  and  services  but  can't  because  current  Mexican  tariffs  are  too  high. 

The  time  to  ratify  NAFTA  is  now.  Under  the  current  pro-business  government  in  Mexico,  that 
country's  economy  is  going  to  grow  substantially  over  the  next  decade.  We  can  either  lower  our 
trade  barriers,  work  with  Mexico,  and  benefit  from  this  growth  or  we  can  erect  a  wall  along  the  Rio 
Grande  and  stand  by  while  Mexico  teams  up  with  Japan  and  Germany  and  leaves  us  behind. 

On  another  subject,  let  me  say  that  I  have  concerns  about  the  forum  within  which  this  hearing 
is  taking  place.  The  purpose  of  the  Small  Business  Committee  is  to  give  small  businesses  a  voice  in 
Congress.  Mr.  Perot,  however,  is  neither  an  expert  on  trade  nor  a  small  businessman.  Why  this  lack 
of  relevant  knowledge  or  position  qualifies  him  to  address  this  committee  is  beyond  me. 

It  is,  however,  part  of  a  growing  trend  in  this  committee  to  ignore  the  concerns  of  small  busi- 
nesses. So  far,  this  committee  has  held  five  hearings  on  the  North  American  Free  Trade  Agreement 
During  those  hearings,  we  have  listened  to  testimony  from  just  about  every  special  interest  group  in 
this  country  who  is  opposed  to  NAFTA.  The  one  group,  however,  that  has  been  conspicuously 
underrcpresented  is  small  business! 

The  fact  is,  many  small  business  people  support  the  North  American  Free  Trade  Agreement 
These  are  small  business  men  and  women  who  are  concerned  about  economic  growth  and  job 
creation  in  this  country,  not  abroad.  They  don't  have  the  resources  to  move  willy-nilly  about  the 
globe  chasing  the  lowest  wages.  They  support  NAFTA  because  they  know  it  will  create  jobs- 
good  jobs —  right  here  in  the  United  States. 

Mr.  Chairman,  I  am  prepared  to  listen  to  what  Mr.  Perot  wants  to  say,  but  I  hope  sometime  in 
the  near  future  we  can  schedule  Small  Business  hearings  on  NAFTA  that  include  small  business 
groups  and  their  members. 
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OPENING  STATEMENT  OP  RONALD  K.  MACHTLEY 

COMMITTEE  ON  SMALL  BUSINESS 

HEARING  ON  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

MARCH  24,  1993 


Thank  you  Mr.  Chairman.   And  thank  you,  Mr.  Perot,  for 
agreeing  to  come  here  today  to  testify  on  the  effects  a  North 
American  Free  Trade  Agreement  will  have  on  small  businesses. 

Indeed,  trade  between  the  United  States,  Canada  and  Mexico 
already  accounts  for  a  large  portion  of  our  nation's  exports. 
Since  Mexico  began  opening  it's  market  in  1987,  U.S.  exports  to 
Mexico  have  grown  to  over  $40  billion  last  year.    U.S.  exports 
to  Canada  last  year  topped  $90  billion.   In  short,  Trade  between 
these  three  countries  is  responsible  for  almost  2  million 
American  jobs. 

There  is  no  question  that  a  NAFTA  would  enhance  job 
opportunities  in  the  United  States  and  further  open  markets  to 
U.S  goods.   Between  1986  and  1991,  48  percent  of  the  U.S. 
employment  generated  by  merchandise  exports  to  Mexico  were  in  the 
manufacturing  sector.   If  a  NAFTA  were  to  go  into  effect,  half  of 
the  manufactured  goods  the  United  States  exports  to  Mexico  would 
immediately  enter  duty-free,  further  increasing  access  to  85 
million  Mexican  consumers. 

By  providing  3  0  percent  of  total  employment  in  the  private 
sector,  the  manufacturing  industry  plays  a  substantial  role  in 
Rhode  Island's  economy.   According  to  the  New  England  Export 
Bulletin,  the  top  five  New  England  exports  are  all  manufactured 
products.   Industrial  and  commercial  machinery  and  computers 
control  3  0  percent  of  New  England  exports  and  electrical 
equipment  and  components  garner  a  respectable  26  percent.   Jane 
Hughes,  Adjunct  Professor  of  Economics  at  Brandeis  University, 
wrote  that  "the  U.S.  industries  most  expected  to  benefit  from 
NAFTA  are  those  in  which  we  have  a  competitive  advantage  — 
telecommunications,  high  technology  and  financial  services." 

However,  Rhode  Island  is  also  a  large  textile  manufacturing 
state  which  leaves  me  with  concerns  about  how  the  NAFTA  will 
effect  jobs  in  this  industry.   Equally,  as  we  explore  health 
care,  I  am  concerned  about  the  relocation  of  pharmaceutical 
industries,  seeking  to  avoid  price  controls,  to  Mexico. 

Regardless  of  the  merits  of  this  agreement,  it  should  still 
uphold  all  U.S.  environmental  and  labor  laws.    In  addition.  We 
must  keep  a  watchful  eye  on  any  side  agreements  to  be  negotiated 
that  will  have  an  impact  on  the  effectiveness  of  the  original 
agreement  signed  by  the  Bush  Administration  last  December. 
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As  a  member  of  the  Small  Business  Committee,  I  am  very 
interested  in  hearing  more  about  the  NAFTA.   This  Committee  has 
held  a  number  of  hearings  on  this  issue  in  the  past  and  I 
appreciate  the  Chairman's  active  interest  in  the  agreement. 
Although  I  have  the  deepest  respect  for  our  speaker  today,  I  wish 
that  we  could  hear  presentations  from  both  sides.   I  hope  that, 
as  additional  negotiations  are  held  on  NAFTA,  our  committee 
continues  to  take  an  active  role  by  hearing  from  other  witnesses. 
I  am  especially  interested  in  hearing  more  from  small  business 
owners  and  how  they  would  be  effected  by  the  NAFTA. 

Thank  you,  again,  Mr.  Perot,  for  coming  before  us  today  to 
give  us  your  opinion,  as  a  business  man,  on  the  North  American 
Free  Trade  Agreement.   I  look  forward  to  hearing  your  testimony. 
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STATEMENT  OF  CONGRESSMAN  JIM  RAMSTAD 

BEFORE  THE  HOUSE  SMALL  BUSINESS  COMMITTEE 

March  24,  1993 

ROSS  PEROT  AND  NAFTA 

Mr.  Chairman,  it  gives  me  great  pleasure  to  welcome  Mr.  Perot  to  the  Small 
Business  Committee  today  to  discuss  the  North  American  Free  Trade  Agreement 
(NAFTA). 

Mr.  Perot's  penetrating  insights  and  strong  emphasis  on  the  need  to  reduce  the 
massive  and  suffocating  federal  budget  deficit  have  clearly  provided  the  impetus 
for  President  Clinton  to  focus  on  this  important  issue. 

I  certainly  enjoyed  Mr.  Perot's  town  hall  meeting  the  other  night,  and  even  mailed 
in  his  questionnaire! 

I  am  in  complete  agreement  with  Mr.  Perot  about  the  need  to  reduce  the  deficit 
-  it  is  out  of  control  and  threatens  the  long-term  viability  of  our  economy. 

I  also  believe  that  without  real  economic  growth  and  substantial  job  creation,  we 
will  never  make  significant  progress  on  deficit  reduction. 

Like  Mr.  Perot,  I  am  very  concerned  about  the  effect  of  President  Clinton's  budget 
proposal  --  which  includes  the  largest  tax  increase  in  history  --  on  the  economy, 
job  growth  and  the  deficit.    I  do,  however,  agree  with  President  Clinton  that 
opening  foreign  markets  to  U.S.  goods  through  free  trade  agreements  like  NAFTA 
will  help  generate  the  growth  and  jobs  our  economy  desperately  needs. 

In  our  increasingly  global  economy,  it  is  essential  to  continue  the  strong  growth  in 
exports  we  have  enjoyed  in  recent  years.    Exports  accounted  for  70  percent  of 
the  growth  in  our  country's  GNP  over  the  last  three  years.    In  1991,  exports 
reached  a  record  $422  billion.    Clearly,  without  overseas  markets  for  U.S. -made 
goods,  the  recent  recession  would  have  been  even  more  devastating  to  our 
economy  and  workers. 

In  recent  years,  trade-related  jobs  have  grown  three  times  faster  than  overall  job 
creation.    In  my  state,  there  are  some  95,000  jobs  directly  related  to  foreign 
trade.    Almost  2,000  Minnesota  businesses  export. 

Regarding  NAFTA  specifically,  I  certainly  share  the  commonly-heard  concerns 
about  the  effect  the  treaty  would  have  on  the  environment,  third-world  workers 
and  American  jobs.    That  is  why  I  am  pleased  that  the  treaty  specifically 
addresses  these  important  issues. 

American  workers  are  justifiably  concerned  about  the  corporate  restructuring  and 
job  losses  that  have  hit  American  industry  in  recent  years.    However,  U.S. 
productivity  was  up  by  a  record  3%  last  year  -  largely  as  a  result  of  the  dramatic 
restructuring  -  and  our  companies  and  workers  are  poised  to  take  advantage  of 
the  tremendous  economic  opportunity  NAFTA  offers. 

(OVER) 
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While  Mexico  is  the  fastest-growing  major  export  market  for  U.S.  goods  --  and 
recently  surpassed  Japan  as  the  2nd-largest  market  for  manufactured  exports  -- 
NAFTA  would  open  this  market  even  further  for  U.S.  goods  by  removing  the 
many  existing  tariffs  and  other  barriers  to  U.S.  goods. 

NAFTA  would  certainly  generate  a  surge  in  exports  --  creating  a  net  gain  in 
American  jobs. 

Not  only  would  NAFTA  mean  more  jobs,  but  it  would  mean  more  jobs  at  better 
wages.    Export-related  jobs  generally  pay  17  percent  more  per  hour  than  the 
average  U.S.  wage.    U.S.  workers,  according  to  recent  studies,  are  the  most 
productive  in  the  world.    They  will  benefit  with  higher  wages  as  more  export 
markets  are  opened. 

For  those  industries  that  do  suffer  because  of  NAFTA  -  and  there  may  be  some 
short-term  job  loss  in  certain  industries  —  I  am  committed  to  a  fully-funded  worker 
adjustment  program  that  is  in  place  before  the  treaty  takes  effect. 

But  workers  in  both  countries  will  gain  from  this  market-opening  agreement. 
Mexico's  standard  of  living  has  risen  consistently  in  recent  years  and  will  continue 
to  rise  as  more  jobs  are  created.    This  will  mean  Mexican  workers  will  have  more 
money  to  buy  American-made  goods  and  fewer  incentives  to  attempt  illegal  entry 
into  the  U.S. 

As  far  as  the  environmental  impact  of  NAFTA,  William  Reilly,  former  head  of  the 
Environmental  Protection  Agency  (EPA),  called  NAFTA  "the  greenest  international 
trade  treaty  the  world  has  ever  seen"  because  it  calls  for  sustainable  development 
in  Mexico  that  balances  economic  growth  with  environmental  protection.    The 
treaty  also  preserves  existing  U.S.  health,  safety  and  environmental  standards  by 
allowing  the  U.S.  to  continue  to  prohibit  the  entry  of  any  goods  that  do  not  meet 
U.S.  standards. 

Mr.  Chairman,  I  applaud  you  for  examining  the  important  issue  of  NAFTA  and  for 
having  Mr.  Perot  appear  before  this  panel.    While  I  would  certainly  welcome  small 
business  witnesses  to  testify  in  the  future  on  this  issue,  I  urge  you  and  your 
colleagues  to  recognize  the  jobs  benefits  to  small  business  and  the  entire  U.S. 
economy  which  would  result  from  this  market-opening  treaty. 
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SMALL  BUSINESS  COMMITTEE  HEARING  ON  NAFTA 

OPENING  REMARKS  OF  REP.  SAM  JOHNSON 

March   24,    1993 

MR.  CHAIRMAN: 

I'D  LIKE  TO  THANK  MR.  PEROT  FOR  BEING  HERE  IN 
HIS  FAVORITE  CITY  OF  WASHINGTON  TODAY,  AND  ROSS,  I 
KNOW  WE  SEE  EYE  TO  EYE  ON  MOST  ISSUES,  BUT  AS  YOUR 
CONGRESSMAN,  I  HAVE  TO  SAY  THAT  I'M  A  STRONG 
SUPPORTER  OF  NAFTA  BECAUSE  IT'S  GOOD  FOR  TEXAS, 
AND  GOOD  FOR  AMERICA. 

I  BASE  MY  SUPPORT  FOR  THE  NORTH  AMERICAN  FREE 
TRADE  AGREEMENT  ON  TWO  KEY  PRINCIPLES: 

FIRST,  THE  WORLD  IS  CHANGING  BEFORE  OUR  EYES  -- 
AND  CHANGING  VERY  QUICKLY.  NATIONS  ARE  FORGING 
REGIONAL  TRADE  ALLIANCES  »  AND  COMPETING  NOT 
WITH  ARMIES,  BUT  WITH  QUALITY  PRODUCTS,  LOWER 
PRICES,  AND  BETTER  SERVICES. 

AS  THE  U.S.-CANADA  FREE  TRADE  AGREEMENT  HAS 
BEEN  A  SUCCESS,  SO  THE  NAFTA  IS  A  LOGICAL 
EXTENSION  --  CREATING  THE  WORLD'S  SECOND  LARGEST 
TRADING  BLOC. 
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FROM  THE  YUKON  TO  THE  YUCATAN,  THE  NAFTA 
WILL  INCORPORATE  360  MILLION  PEOPLE  AND  CREATE  A 
$6  TRILLION  DOLLAR  ECONOMY. 

IF  THE  UNITED  STATES  IS  TO  REMAIN  THE  WORLD'S 
FOREMOST  ECONOMIC  SUPERPOWER,  WE  MUST  LEAD  THE 
CHANGE  IN  OUR  WORLD'S  ECONOMIC  TRANSFORMATION  -- 
NOT  FOLLOW. 

REDUCING  TARIFFS,  BREAKING  DOWN  TRADE 
BARRIERS,  AND  ENCOURAGING  OPEN  AND  FREE  MARKETS 
IS  HOW  THE  U.S.  MUST  LEAD  THE  WORLD  INTO  THE  NEXT 
CENTURY  --  AND  THE  NAFTA  WILL  HELP  US  ACCOMPLISH 
THIS  MISSION. 

THE  SECOND  PRINCIPLE  UPON  WHICH  I  BASE  MY 
SUPPORT  FOR  THE  NAFTA  IS  VERY  CLOSE  TO  MY  HEART:  I 
BELIEVE  IN  AMERICA  AND  AMERICA'S  ECONOMIC  FUTURE. 

I  BELIEVE  AMERICA'S  WORKERS,  CAN  STILL 
OUTPRODUCE,  OUTWORK,  OUT  THINK  AND  OUTCOMPETE 
ANY  NATION  ON  EARTH. 
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THE  NAFTA,  AND  ITS  IMPLEMENTATION,  WILL  ALLOW 
THE  TALENT  AND  WORK  ETHIC  WE  POSSESS  IN  THIS 
COUNTRY  TO  FLOURISH.  AND,  ALLOW  OUR  CORPORATIONS 
AND  SMALL  BUSINESSES  TO  THRIVE  ON  A  NEW  MEXICAN 
MARKET  WITH  A  POPULATION  OF  MORE  THAN  90  MILLION. 

THE  BOTTOM  LINE,  MR.  CHAIRMAN,  IS  THAT  WE  CAN 
GO  FORWARD  AND  LEAD,  OR  BE  LEFT  BEHIND  TO  FOLLOW. 


78 


COMGRESSMAN  WILLIAM  ZELIFF ,  JR.   (N.H.) 


Mr.  Chairman,  thank  you  for  calling 
today's  hearing  on  the  effects  of  the  North 
American  Free  Trade  Agreement  on  small 
business.    It  is  certainly  timely  to  discuss 
NAFTA  when  we  are  looking  for  ways  to 
stimulate  the  economy  and  revitalize  small 
business.  I  look  forward  to  more  hearings 
examining  all  points  of  view  on  this  important 
issue. 

Free  Trade  agreements  work  to  eliminate 
trade  barriers  that  have  hurt  our  exports  in 
the  past.    Their  basic  aim  is  to  liberalize 
world  trade  and  place  it  on  a  more  equal 
basis. 

Free  trade  contributes  to  economic  growth 
and  development  and  to  the  prosperity  of  our 
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people  through  job  creation.    Free  trade  is 
good  for  both  American  workers  and 
American  consumers. 

By  breaking  down  trade  barriers  American 
workers  and  small  businesses  are  helped. 
The  absence  of  these  barriers  allows  us  to 
compete  in  virtually  every  market  with  every 
product. 

Future  growth  for  the  American  economy 
and  for  small  business  exists  with  the 
expanding  global  market.    A  North  American 
Free  Trade  Agreement  will  mean  more  jobs, 
higher  productivity  and  a  better  standard  of 
living  for  the  American  people. 
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SMALL  BUSINESS  COMMITTEE  HEARING 

NORTH  AMERICAN  FREE  TRADE  AGREEMENT 

COMMENTS  BY  MAC  COLLINS 

MARCH  24,  1993 


MR  CHAIRMAN,  I  appreciate  your  calling  this  hearing 
today.  I  believe  that  it  will  be  a  good  opportunity  to 
look  closely  at  the  North  American  Free  Trade 
Agreement,  particularly  as  it  impacts  small  businesses. 

I  represent  the  third  district  of  Georgia  which  played  a 
significant  role  in  producing  the  state's  $377  million  in 
exports  to  Mexico  and  the  $1.6  billion  in  exports  to 
Canada  during  1991. 

I  support  the  idea  that,  all  things  being  equal,  open 
trade  between  neighboring  countries  is  a  good  idea. 
But  unfortunately  all  things  are  not  equal  between  the 
US  and  Mexico.  Our  national  economies  are  different, 
our  standards  of  living  among  our  people  are  different, 
our  environmental  standards  and  enforcement  methods 
are  very  different;  and  our  labor  practices  and  standards 
—  both  the  working  conditions  and  wages  are 
significantly  different. 

While  eliminating  trade  tariffs  may  increase  the  demand 
in  Mexico  for  many  products  we  produce  in  Georgia,  I 
am  more  concerned  about  incentives  we  may  be 
offering  to  American  firms  to  relocate  across  the  Rio 
Grande,  taking  their  jobs  with  them. 

There's  no  doubt  about  it:  NAFTA  would  have  a 
profound   effect  on   Mexico's   economy.        But  to   be 
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honest  I  am  more  worried  about  economic  problems  we 
have  in  our  own  inner  cities.  There  are  areas  all  over 
the  country  that  are  in  trouble.  If  we  offered  incentives 
for  manufacturers  to  go  into  these  areas,  rather  than 
other  countries,  we  could  improve  standards  of  living 
for  people  right  here  at  home. 

In  1991  there  were  155,786  established  businesses  in 
the  state  of  Georgia.  Those  businesses  and  the  jobs 
that  they  create  are  a  priority.  And  though  investing  in 
an  open  trade  market  and  strengthening  the  economy 
of  our  neighbor  to  the  South  are  very  important  issues, 
we  must  make  every  effort  to  ensure  that  doing  so  will 
in  no  way  endanger  the  strength  of  our  economy  or 
jeopardize  the  jobs  of  Americans. 

I  have  many  questions  about  NAFTA  that  still  need  to 
be  answered.  I  hope  that  this  will  be  one  in  a  series  of 
opportunities  for  the  Small  Business  Committee  to  hear 
testimony  regarding  these  very  important  issues. 


-2- 
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Statement  by  Congressman  Joe  Knollenberg  (MI-1 1) 

House  Committee  on  Small  Business 

Full  Committee  Hearing,  3/24/93 

Thank  you  Mr.  Chairman: 

I  would  like  to  make  just  a  few  brief  comments. 

First,  I  would  like  to  thank  Chairman  LaFalce  for  convening  this 
hearing  and  Mr.  Perot  for  taking  the  time  to  share  his  thoughts  and 
suggestions  about  NAFTA. 

Second,  I  would  like  to  reiterate  for  the  record  my  personal  support  of 
NAFTA.    There  is  ample  evidence  that  when  implemented,  NAFTA  will 
be  a  real  economic  stimulus  for  my  state  of  Michigan.    Since  1987, 
when  the  Mexican  government  lowered  many  of  its  tariffs,  Michigan's 
exports  to  the  country  have  increased  by  over  50  percent  and  nearly 
1  5,000  new  jobs  have  been  created. 

True,  NAFTA's  implementation  could  cause  temporary  dislocations  in 
certain  sectors  of  the  economy,  but  for  me  to  oppose  it  strictly  on 
those  grounds,  would  be  akin  to  refusing  a  vaccine  solely  because  of 
the  pain  of  the  injection. 

Therefore,  I  must  admit  that  I  will  be  listening  to  your  testimony  with 
a  somewhat  prejudiced  ear,  but  I  am  anxious  to  hear  it  nonetheless. 
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Congressman  Jay  Dickey,  Arkansas  -  4th  District 

Small  Business  Committee  Hearing  on  NAFTA 
March  24, 1993 

Opening  Statement 

I  would  like  to  thank  Mr.  Ross  Perot  for  taking  the  time  to  come  before 
this  committee  to  discuss  the  North  American  Free  Trade  Agreement.  I  believe 
that  your  testimony  will  prove  fruitful  and  relevant  as  we  prepare  to  enact 
legislation  that  will  greatly  affect  the  people  of  all  of  North  America.  Welcome. 

America  needs  NAFTA.  We  need  an  agreement  that  firmly  places  us  on  a 
level  playing  field  with  our  two  largest  trading  partners.  We  need  an  agreement 
that  provides  the  same  opportunities  to  American  business  in  Mexico  and  Canada, 
that  they  have  here.  NAFTA  truly  represents  the  best  interests  of  the  United 
States.  It  lowers  tariffs  -  58%  of  all  tariff  and  non-tariff  barriers  immediately, 
100%  within  fifteen  years.  It  creates  jobs  -  the  Institute  for  International 
Economics  estimates  that  a  surplus  of  175,000  new  jobs  will  be  created.  It 
promotes  free  trade  -  Opening  markets  once  closed  to  such  industries  as 
insurance,  financial  services,  and  telecommunications.  It  provides  a  forum  for  the 
cooperation  and  development  of  international  labor,  health  and  safety,  and 
environmental  standards.  It  promotes  economic  growth  within  the  U.S.  which  in 
turn  means  a  higher  standard  of  living  for  all  of  North  America. 
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What  does  it  mean  for  Arkansas?  In  1986  steps  were  taken  to  reduce  the 
tariffs  between  Mexico  and  the  United  States.  Since  that  time,  trade  with  Mexico 
has  increased  154  percent.  Exports  to  Mexico  and  Canada  now  account  for  36 
percent  of  the  state's  total  exports.  An  estimated  6,350  new  jobs  have  been 
created  and  sustained.  NAFTA  will  continue  and  increase  the  pace  of  this  trend. 
Such  industries  as  Timber  and  Wood  products,  Agriculture  and  Food  Products, 
Transportation  Equipment,  Fabricated  Metals,  and  Electronics  will  be  big 
winners  with  the  advent  of  NAFTA. 

NAFTA  is  a  windfall  gain  for  Arkansas  and  I  will  fully  and  actively 
support  it  when  it  reaches  the  floor  of  the  House  of  Representatives. 

Thank  you,  and  I  look  forward  to  hearing  your  comments,  Mr.  Perot. 
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OPENING  STATEMENT 
HONORABLE  JAY  KIM  (CA-41) 

COMMITTEE  ON  SMALL  BUSINESS 

HEARING  ON  THE  IMPACT  OF  NAFTA 

24  MARCH  1993 


MR.  CHAIRMAN,  I  JOIN  WITH  THE  OTHER  COMMITTEE  MEMBERS  IN 
WELCOMING  MR.  PEROT. 

LET  ME  STATE  RIGHT  FROM  THE  BEGINNING  THAT  I  AM  A  STRONG 
SUPPORTER  OF  NAFTA  FOR  MANY  REASONS  INCLUDING  THESE  FEW 
IMPORTANT  ONES: 

(1)  NAFTA  MEANS  MORE  POSITIVE  ECONOMIC  GROWTH  FOR  THE  U.S. 
OVER  80%  OF  OUR  GROWTH  LAST  YEAR  CAME  FROM  EXPORTS. 
NAFTA  WILL  CREATE  A  HUGE  TRADING  BLOC  AND  EXPORT  MARKET. 
NET  EXPORTS  WILL  INCREASE.    THAT'S  A  FACT. 

IN  CALIFORNIA  ALONE,  EXPORTS  TO  MEXICO  INCREASED  145% 
DURING  THE  LAST  FOUR  YEARS.  IMAGINE  THE  EVEN  GREATER 
INCREASES  WITH  NAFTA'S  LOWER  TARIFFS  AND  GREATER  ACCESS 
FOR  AMERICAN  GOODS  AND  SERVICES. 

(2)  NAFTA  SUPPORTS  THE  KIND  OF  HIGH-WAGE,  HIGH  PRODUCTIVITY 
JOBS  THAT  ARE  THE  BASIS  OF  U.S.  COMPETITIVENESS.  IT  WILL 
BENEFIT  THE  VAST  MAJORITY  OF  AMERICAN  WORKERS.  SOME  JOBS 
WILL  BE  LOST  WITH  THE  IMPLEMENTATION  OF  NAFTA.  BUT,  FAR 
MORE  WILL  BE  GAINED.  IT'S  SILLY  TO  PANDER  TO  SPECIAL 
INTERESTS  AND  THROW  AWAY  100  NEW  JOBS  TO  PROTECT  50  OLD 
ONES  THAT  WILL  LEAVE  THE  U.S.  ANYWAY  WITH  OR  WITHOUT 
NAFTA. 

(3)  NAFTA  REQUIRES  MEXICO  TO  IMPLEMENT  STRICT  ENVIRONMENTAL 
STANDARDS,  NEW  PROTECTIONS  FOR  INTELLECTUAL  PROPERTY 
RIGHTS,  HIGHER  LABOR  RATES  AND  ECONOMIC  LIBERALIZATION 
POLICIES.  WITHOUT  NAFTA,  THESE  POSITIVE  CHANGES  ARE 
JEOPARDIZED,  ADVERSELY  AFFECTING  COMMUNITIES  IN  SOUTHERN 
CALIFORNIA. 

(4)  NAFTA  WILL  EFFECTIVELY  HELP  COMBAT  THE  ILLEGAL  IMMIGRATION 
PROBLEM  FACING  US  AND  COSTING  CALIFORNIA  ALONE  BILLIONS  OF 
DOLLARS. 


MY  SUPPORT  FOR  NAFTA  IS  BASED  ON  ANALYZING  THE  REAL 
FACTS.  I  EXPECT  THOSE  WHO  DISAGREE  WITH  ME  TO  BASE  THEIR 
TESTIMONIES  ON  A  SIMILAR  FACTUAL  BASIS. 
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I'M  NOT  HERE  TODAY  TO  LISTEN  TO  RHETORIC  AND  CATCHY  "30- 
SECOND"  SOUND  BITES  DESIGNED  TO  MAKE  THE  SIX  O'CLOCK  NEWS. 
UNTIL  THREE  MONTHS  AGO,  I  SPENT  MY  ENTIRE  LIFE  AS  A  CIVIL  ENGINEER 
AND  BUSINESSMAN.  AS  YOU  CAN  IMAGINE  WITH  THIS  BACKGROUND,  I 
EXPECT  TO  HEAR  SPECIFIC  COST/BENEFIT  ANALYSES  BASED  ON  ACTUAL 
INTERNATIONAL  TRADE  PRACTICES  AND  CREDIBLE  FIGURES  TO  SUPPORT 
ANY  STATEMENTS  MADE. 

FAILURE  TO  PRESENT  THIS  KIND  OF  TESTIMONY  REPRESENTS 
NOTHING  MORE  THAN  A  WASTE  OF  TIME  AND  TAXPAYERS  DOLLARS.  IT'S 
NOTHING  MORE  THAN  GRIDLOCK.  MR.  PEROT,  PLEASE  DO  NOT 
DISAPPOINT  ME. 

MR.  CHAIRMAN,  WHILE  I  WELCOME  MR.  PEROT'S  TESTIMONY,  I 
ALSO  BELIEVE  THIS  COMMITTEE  NEEDS  TO  HEAR  OTHER  VIEWS, 
ESPECIALLY  THOSE  FROM  THE  SMALL  BUSINESS  COMMUNITY.  WE  NEED 
AT  LEAST  ANOTHER  NAFTA  HEARING  WITH  TESTIMONY  FROM  THE 
CHAMBER  OF  COMMERCE,  THE  N.F.I.B.  AND  INDIVIDUAL  SMALL 
BUSINESSES  FROM  ACROSS  THE  COUNTRY. 

I  THINK  WE  SHOULD  ALSO  HEAR  FROM  THE  NEW  U.S.  TRADE 
REPRESENTATIVE.  TO  DO  THE  RIGHT  JOB,  WE  MUST  HEAR  ALL  SIDES  OF 
THE  ISSUE.  MR.  CHAIRMAN,  DO  WE  HAVE  YOUR  COMMITMENT  TO  HOLD 
THESE  OTHER  NAFTA  HEARINGS  IN  THE  NEAR  FUTURE? 

THANK  YOU.  I  LOOK  FORWARD  TO  THE  QUESTION  PERIOD. 
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OPENING  STATEMENT  OF  THE  HONORABLE  DON  MANZULLO  (R-IL) 

BEFORE  THE  HOUSE  SMALL  BUSINESS  COMMITTEE 
HEARING  ON  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT 
March  24,  1993,  1:00PM 

Mr.  Chairman,  I  welcome  the  opportunity  to  discuss 
the  merits  of  the  North  American  Free  Trade  Agreement 
(NAFTA) .   I  also  wish  to  welcome  Mr.  Perot  to  the 
committee.   He  and  his  group,  United  We  Stand,  has 
performed  a  great  service  in  alerting  the  American  people 
to  the  dangers  of  unrestrained  federal  spending.   Many  of 
those  who  voted  for  me  because  of  my  fiscal  conservative 
beliefs  were  supporters  of  you,  Mr.  Perot.   You  are  to  be 
commended  for  drawing  national  attention  to  the  deficit. 

But  on  NAFTA,  Mr.  Chairman,  I  regret  that  we  have  to 
agree  to  disagree.   Contrary  to  what  we  might  hear  today, 
my  home  state  of  Illinois  has  already  benefitted  greatly 
from  expanded  trade  with  Mexico.   Exports  of  manufactured 
goods--yes,  manufactured  goods- -to  Mexico  has  created 
24,500  high  class,  high  wage  jobs  in  Illinois- -a  six- 
fold increase  since  1987.   Illinois  exports  to  Mexico 
increased  290  percent  since  1987,  which  is  my  state's 
fastest  export  market . 
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For  example,  Sun  Electric  Corporation  in  Crystal 
Lake,  Illinois  has  seen  an  increase  of  more  than  40 
percent  in  its  sales  of  automotive  test  and  diagnostic 
equipment  to  Mexico  over  the  last  two  years,  and  they 
expect  sales  to  continue  to  grow  under  NAFTA. 

Microswitch,  which  is  a  division  of  Honeywell 
Corporation  located  in  Galena,  Illinois,  expects  to  more 
than  double  their  sales  to  Mexico  by  1995  under  NAFTA. 
On  average,  85  percent  of  the  materials  and  components 
for  assembly  at  Honeywell's  maquiladoras  factories  come 
from  plants  such  as  the  Microswitch  facility  in  my 
district.   Microswitch  wouldn' t  exist  in  my  district 
without  the  maquiladoras  plants  in  Mexico. 

What  would  happen  to  these  workers  if  NAFTA  is  not 
approved?   I'm  sure  Mexicans  would  not  buy  our  products 
if  the  United  States  Congress  rejects  the  NAFTA  accord. 
What  would  I  tell  the  workers  in  my  district  when  they 
lose  their  jobs  because  of  lost  markets  and  opportunities 
to  sell  in  Mexico? 
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What  I  am  saying,  Mr.  Chairman,  is  that  the  squeaky 
wheel  is  not  necessarily  the  entire  story.    In  fact,  few 
people  know  that  there  are  some  companies  that  have 
relocated  to  the  United  States  from  Mexico  because  it  was 
cheaper- -yes ,  cheaper- -to  operate  here. 

I  enclose  for  the  record  a  news  story  from  the 
Omaha  World  Herald,  which  documents  the  fact  that  the 
American  Shi-Zuki  Corporation  decided  to  close  its  plant 
in  Guadalajara,  Mexico  and  move  to  Ogallala,  Nebraska. 
Do  you  know  why  they  closed,  Mr.  Chairman?  Because  it 
was  too  expensive  to  operate  in  Mexico.   The  company's 
human  relations  manager  said  that  "the  only  thing 
{opponents  of  NAFTA}  look  at  is  the  cheap  labor.   But 
when  you  look  at  the  benefits  that  have  been  mandated  by 
Mexican  law,  it  begins  to  level  the  playing  field."   Did 
you  know,  Mr.  Chairman,  that  Mexican  law  requires 
companies  to  pay  a  month's  salary  at  Christmas  time  and 
to  furnish  the  Mexican  equivalent  of  food  stamps?   If 
labor  is  so  cheap  in  Mexico,  why  did  the  American  Shi- 
Zuki  plant  relocate  from  Guadalajara  to  Ogallala, 
Nebraska?  If  American  companies  only  look  at  the  labor 
cost  in  their  decision  to  relocate,  then  why  hasn't  every 
American  company  moved  to  Haiti  or  the  Dominican 
Republic? 
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Mr.  Chairman,  I've  only  been  here  for  three  months. 
Since  then,  every  hearing  we've  held  on  NAFTA  has  been 
against  the  agreement .   I  hope  that  we  can  restore  some 
semblance  of  balance  and  fairness  to  this  process.   There 
is  another  side  to  this  story.   Thank  you,  Mr.  Chairman. 

I  do  have  a  couple  of  questions  for  Mr.  Perot,  and  I 
hope  that  somehow  I  can  receive  some  straight  answers . 

1)  If  NAFTA  will  create  a  "giant  sucking  sound  of  jobs 
being  pulled  out  of  this  country  to  Mexico, "  then 
why  has  24,500  high-paying,  high-class  jobs  been 
created  in  my  home  state  of  Illinois  since  Mexico 
opened  up  more  of  its  markets  to  imports  in  1987? 

2)  How  would  you  explain  your  position  on  NAFTA  to  the 
workers  in  my  district  who  depend  upon  expanded 
exports  to  Mexico?   In  other  words,  what  would  you 
say  to  the  workers  in  the  Sun  Electric  plant  or 
Microswitch  facility  in  my  district  if  NAFTA  is 
defeated  thanks  to  your  efforts? 
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3)   If  labor  is  so  cheap  in  Mexico,  why  did  the 

American  Shi-Zuki  plant  relocate  from  Guadalajara, 
Mexico  to  Ogallala,  Nebraska?  In  other  words,  are 
their  other  non-wage  factors  that  you  have  ignored 
in  your  analysis  of  the  labor  costs  in  Mexico? 
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(Jgallala  Uains 
Jobs  After  Plant 
In  Mexico  Closes 


Nebraska  Workers 
Get  Credit  for  Shift 

BYBIIXHORD 

The  Netrraso  wort  euuc  scored  a  big 
victorv  this  weex.  conouenne  Mexico  s 
cocao  laoor  witn  guaiiiv  ana  reliability. 

Tne  iinai  score  in  jobs:  Ogauala  60, 
Mexico  0. 

American  Shi-Zuki.  which  became 
Oeaikia  s  largest  employer  in  1987  when 
it  bouent  the  communirVs  caoaator 
plant  from  TRW  Inc.  announced  Mon- 
day it  will  close  its  plant  in  Ouadilaiara. 
Mexico,  and  brmg  thai  wonc  to  Oeallala. 

In  Qpaliaia  tne  plant  will  add  60 
workers' to  its  work  force  of  240  within 
three  weeks,  said  Jerry  Wandell.  the 
company  s  human  relations  manaeer. 
Forry  more  could  be  needed  later. 

Starting  pay  for  workers  is  S5  an  hour, 
he  said,  with  a  raise  m  three  months  to 
S5.22  and  a  top  hourly  rate  of  S7. 10. 

"It  is  the  kind  of  news  we  needed  at 
Christmas."  said  Ken  Anderson,  manae- 
er of  the  Ogallala-Keith  County  Cham- 
ber of  Commerce. 

Three  Chnstmascs  am  the  communi- 
ty of  5. 1 00  people  was  wondenne  wheth- 
er the  plant  would  move  to  Albuauerque. 
N.M.  A  vear  alter  that.  60  office  worsen 
were  moved  from  Oeallala  to  the  compa- 
ny headquarters  in  Canoga  Park.  Calif. 

"We  came  metrv  close  to  movme  the 
whole  thing  thing  m  1989,"  Wandell fetid 
Wednesday. 

FuuGrde 

But  American  Shi-Zuki  which  is  a 
subsidiary  of  Shi-Zuki  Electric  of  Japan, 
has  now  come  full  arete.  No  Albuauer- 
que punt  was  built,  company  beadauar- 
ten  are  now  m  OgaUala  and.  with  the 
dosme  of  the  Mexico  plant,  its  onfy 
other  North  American  faalirv  is  a  sales 
office  in  Denver. 

Both  Anderson  and  Wandell  said 
OgaUala  workers  made  the  difference. 

Prospects  for  rcmtwmr  development 
often  ask  questions  about  such  thmts  as 
amrmnrmn  and  worms  campensaaon 


They  rust  don't  have  probkna  with 
thmgs  hke  that  at  the  American  Shi-Zuki 
plant. "  he  said.  "It  makes  it  a  real 
pleasant  amrrrmanre  for  them,  and  for 
the  workers." 

Vvandell  said  companies  constderme 
moves  to  Mexico,  especially  if  the  North 
American  Free  Trade  Agreement  is  ap- 
proved bv  Coneress.  intent  put  too  much 
emprtam  on  low  waees  in  Mexico  — 
about  S2-50  an  hour  tor  inanufacturmt 
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CHRISTMAS  BOOST:  The  American 
Shi-Zuki  plant  in  OcaUkla  a  adduie  60 
workers. 

workers. 

"The  only  thine  thev  look  at  is  the 
cheap  labor."  Wandell  said.  "But  when 
you  look  at  the  benefits  that  have  been 
mandated  by  law  ( in  Mexico)  it  begins  to 
level  the  playing  field." 

Mexican  law.  Wandell  said,  requires 
companies  to  pav  a  month's  salary  at 
Christmas  time  and  to  furnish  the  Mexi- 
can equivalent  to  food  stamps.  "It  is  not 
any  one  thing,  but  it  is  a  lot  of  link  thmes 
that  make  that  cheap  labor  a  httle  more 
expensive."  he  said. 

The  big  fator  for  American  Sm-Zulo. 
he  said,  was  the  ability  to  service  custom- 
ers who  require  quick  dehvertes  ratner 
than  building  inventories. 

"People  are  going  to  shorter  and 
shorter  lead  times,"  he  said.  "By  the  tune 
you  get  the  product  shipped  to  Mexico 
and  get  it  built  and  get  it  back, 
it  takes  too  long." 

The  Mexico  plant  also  experienced 
quahty  problems,  he  said. 

American  Shi-Zuki's  plans  to  move  to 
Albuquerque  were  scuttled.  Wandell 
said  because  "the  logic  of  that  move  was 
really  not  there  m  the  first  place.  We  have 
the  facuiues  in  Ogallala,  and  the  trans- 
portation." 

Earlier  Rnanrs 

Anderson  said  that  even  though  the 
company  made  its  announcement  Mon- 
day, there  had  been  earner  rumors 
about  a  possible  expansion. 

"When  they  start  pamung  spots  on  the 
floor  for  new  equipment,  people  start 

rrahrmg  intn«iliM^  n  ^p  "  fry  ^yj 

Wandell  said  American  Shi-Zuki 
made  its  decision  m  mid-November  and 
started  budding  up  the  work  force  before 
the  announcement. 

The  influx  of  additional  spendms 
money  m  tiie  community  has  encouraced 
retailers,  said  Linda  Dale,  who  owns 
Lindi's  Women  s  ApoareL 
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TESTIMONY  OF  ROSS  PEROT 

TO  THE 

HOUSE  SMALL  BUSINESS  COMMITTEE 

MARCH  24,  1993 


The  North  American  Free  Trade  Agreement  must  be  carefully 
evaluated. 

First,  I  suggest  that  we  focus  on  our  financial  situation  in 
the  United  States. 

Our  country  is  four  trillion  dollars  in  debt. 

We  have  gone  into  debt  an  average  of  one  trillion 
additional  dollars  during  each  of  the  last  three 
Presidential  terms. 

President  Clinton's  forecasted  plan  will  place  us 
another  one  trillion  dollars  into  debt. 

We  go  an  additional  one  billion  dollars  into  debt 
each  working  day. 

We  have  gone  over  $145  billion  into  debt  just 
since  election  day. 

Our  manufacturing  base  is  declining. 

We  exported  over  two  million  manufacturing  jobs  to 
Asia  alone  in  the  1980's. 

Factory  workers  making  $440  per  week  who  lost 
their  jobs,  are  now  making  $270  a  week  —  if  they 
have  a  job  . 

The  standard  of  living  has  gone  down  for  4  out  of 
5  American  families  during  the  80's. 

In  1950,  U.S.  workers  made  15  times  as  much  as 
Japan  and  4  times  as  much  as  Germany.   Today,  both 
countries  are  ahead  of  us. 

—    In  1950,  a  dollar  was  worth  a  dollar.   It  is  now 
worth  18  cents. 

Businesses  in  our  country  carry  a  number  of  economic 
burdens . 

We  pay  manufacturing  workers  ten  times  what  they 
make  in  Mexico. 

The  minimum  wage  in  the  U.S.  is  $4.25.   The 
Mexican  minimum  wage  is  58  cents. 
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The  single  most  expensive  item  in  making  a  car  in 
the  U.S.  is  health  care. 

Our  companies  spend  a  great  deal  on  retirement, 
workers  compensation,  life  insurance  and  many 
other  benefits. 

The  recently-passed  employee  leave  bill  adds  to 
the  cost  of  manufacturing. 

Our  number  of  manufacturing  workers  is  declining.   We  now 
have  more  people  working  in  government  at  all  levels  than  in 
manufacturing. 

The  top  job  growth  categories  in  the  1980 's  in  our  country 
were  janitor/cleaner,  food  preparation  worker,  and  cashier 
—  none  of  these  jobs  pay  enough  to  support  a  family. 

We  have  a  history  of  one-sided  trade  agreements,  where  our 
nation  and  our  people  are  placed  at  a  distinct  disadvantage. 

Entire  industries  have  been  lost  overseas  as  a  by-product  of 
these  agreements.   Companies,  cities  and  regions  of  the 
country  have  been  damaged. 

We  cannot  pay  our  bills,  balance  the  budget,  and  pay  down 
our  debt  if  our  worker  income  base  is  deteriorating.   We 
need  a  growing,  dynamic  income  base  which  gives  us  a 
growing,  dynamic  tax  base  —  instead,  at  this  critical  time, 
our  job  and  our  tax  base  are  deteriorating,  because  of  past 
poorly  conceived  trade  agreements  and  an  adversarial 
relationship  between  government  and  business  in  our  country. 

Our  successful  competitors  have  an  intelligent,  supportive 
relationship  between  government  and  business.  Their  trade 
agreements  benefit  their  people. 

Perhaps  the  core  question  is,  "How  does  a  company  in  the 
United  States  with  all  of  the  requirements  and  mandates 
placed  on  it  compete  with  58  cents-an-hour  labor?" 

The  capitalist's  or  investor's  view  of  this  agreement  can 
best  be  summed  up  by  a  prospectus  of  an  organization  called 
Amerimex,  created  by  Nafinsa,  Mexico's  largest  state-owned 
development  bank  and  the  Warwick  Group  of  New  York. 

The  plan  was  to  raise  approximately  $50  million  initially  to 
buy  U.S.  companies  that  are  labor  intensive  and  marginally 
profitable. 

The  stock  of  these  companies  could  be  purchased  at 
a  very  attractive  price. 
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The  company's  manufacturing  operations  would  then 
be  relocated  to  Mexico  to  take  advantage  of  the 
reduced  labor  costs. 

To  quote  from  the  prospectus: 

"We  estimated  that  manufacturing  companies  that 
experience  fully  loaded  gross  labor  costs  in  the 
$7-$10  range  in  the  U.S.  may  be  able  to  utilize 
labor  in  Mexico  at  a  fully  loaded  gross  labor  cost 
of  $1.15  to  $1.50  an  hour  .  .  .  This  could 
translate  into  annual  savings  of  $10,000  to 
$17,000  per  employee,  creating  a  dramatic  increase 
in  profitability." 

The  stock  which  had  been  purchased  at  a  low  price 
could  then  be  sold  at  dramatically  higher  price, 
as  a  result  of  moving  the  labor  to  Mexico. 

The  characteristics  of  these  companies  are  — 

Low  to  mid-range  technology  manufacturing. 

Moderate  to  good  growth. 

With  sales  in  the  range  of  $10  million  to  $100 
million. 

Excellent  management  and  sales  teams  willing  to 
remain  with  the  company. 

Proven  products. 

A  labor  component  of  2  0%-3  0%  of  the  cost  of  goods 
sold. 

U.  S.  companies  meeting  these  criteria  employ  8.6  million 
workers.   5.8  million  production  workers  meet  these 
requirements. 

The  next  question  you  might  logically  ask  is  when  would 
these  companies  be  sold? 

To  quote  again  from  the  prospectus,  "It  is  anticipated  that 
most  investments  will  be  limited  from  3-8  years,  but  some 
investments  may  be  realized  early  or  later." 

To  me,  this  prospectus,  which  has  now  been  withdrawn  by 
Mexico  because  it  so  clearly  summarized  the  impact  of  NAFTA 
on  the  U.S.,  is  the  most  succinct  summary  one  could  make  of 
the  adverse  impact  of  NAFTA  on  the  U.S.  workers,  and  the 
U.S.  tax  base. 
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Both  Mexico,  the  U.S.,  and  U.S.  companies  have  waged  a  huge 
lobbying  effort.   An  article  in  the  New  York  Times.  August 
13,  1992,  sums  it  up. 

People  in  key  positions  on  the  1992  Presidential  campaign 
have  been  retained  as  Mexican  lobbyists. 

A  former  chief  U.S.  trade  negotiator  has  been  retained  by 
the  Mexican  government  and  is  being  paid  several  hundred 
thousand  dollars  a  year  for  his  services. 

To  quote  the  New  York  Times: 

The  Salinas  administration  and  its  many  lobbyists  in 
Washington  have  fashioned  what  appears  likely  to  be  one 
of  the  most  elaborate  efforts  at  political  persuasion 
ever  undertaken  in  America  by  a  foreign  country. 

A  Mexican  official  said,  "We  are  going  to  be  launching 
a  strategy  of  being  in  almost  the  entire  United  States, 
meeting  with  the  editorial  boards  of  local  newspapers, 
meeting  with  business  chambers  and  talking  with  other 
people",  an  official  continued.   "The  intensity  of  our 
campaign  will  be  much  greater  than  it  was  with  the 
"fast  track"." 

Let's  look  at  a  few  facts: 

Northern  Mexico  is  rapidly  becoming  the  newest  American 
industrial  belt.   Nearly  600,000  jobs  have  been  located  in 
Mexico  that  in  the  past  might  have  been  in  the  United 
States. 

Mexican  workers  can  match  the  skills  of  70%  of  the  labor 
force  in  the  United  States. 

To  maintain  the  low  wages  that  draw  American  companies  to 
Mexico,  President  Carlos  Salinas  de  Gortari  has  gotten 
commitments  from  business  and  union  leaders  to  limit  raises. 

"It  could  be  years  before  the  gap  with  American  wages 
narrows  significantly",  said  John  Pearlman,  chairman  of  the 
Zenith  Electric  Corporation,  which  has  20,000  employees  in 
Mexico. 

An  automobile  engine  plant's  employees  are  a  cross  section 
of  the  new  work  force. 

100  are  licensed  engineers  —  earning  $1400  a 
month  on  average. 
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A  U.S.  engineer  just  out  of  college  commands 
$25,000  to  $30,000  a  year  as  a  starting  salary. 
By  comparison,  a  Mexican  graduate  engineer  expects 
to  earn  $400  a  month  —  $4,800  a  year  —  at  one  of 
the  factories  upon  graduation. 

The  700  production  workers  are  high  school  or 
technical  school  graduates,  hired  for  the  assembly 
line  at  $1.55  an  hour.   U.S.  auto  workers  are  paid 
$16.00  an  hour. 

Workers  at  an  assembly  for  export  plant  in  Juarez 
are  paid  58  cents  an  hour,  Mexico's  minimum  wage. 

The  Confederation  of  Mexico  Workers  (CTM)  has  been 
less  aggressive  in  demanding  raises  for  workers. 
Mexican  workers'  salaries  fell  65  percent  in  real 
terms  during  the  1980's. 

In  one  strike  concluded  in  1990,  dozens  of  workers 
were  shot  and  injured  by  State  Police.   The  plant 
was  shut  down.   2,000  workers  were  fired,  and 
those  who  remained  had  a  45  percent  pay  cut,  from 
$2.64  to  $1.4  5  per  hour. 

14,200  plant  workers  were  fired  and  the  union 
dissolved,  former  union  leaders  signed  a  new 
contract,  again  without  consulting  the  workers. 

Assembly-line  workers  at  this  plant  now  make  about 
9  percent  of  the  $16.12  hourly  base  wage  of  their 
American  counterparts.   Their  daily  wage  of  $11.60 
does  not  cover  food  and  housing  costs  for  a  family 
of  five,  estimated  at  $15  a  day. 

Mexican  workers  are  in  even  worse  trouble  if  they 
are  injured  on  the  job  —  the  law  limits  workers' 
compensation  for  injuries  to  $10,127. 

Death  benefits  are  capped  at  $6,720.   In  one 
situation,  the  life  insurance  policy  paid  $650  and 
a  $23-a-month  pension. 

Four  employees  of  a  marine  outboard  engine  plant 
were  fired  last  April  after  they  circulated  a 
petition  seeking  better  conditions. 

All  four,  including  a  10-year  employee,  earned 
Mexico's  58  cent  an  hour  minimum  wage. 

Blue  collar  jobs  now  pay  only  3.4  percent  more 
than  they  did  four  years  ago,  while  inflation  was 
almost  12  percent  in  just  the  past  year. 
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A  Mexican  worker,  employed  by  a  major  U.S. 
company,  who  suffers  from  skin  lesions  over  most 
of  her  body,  says  the  sores  disappear  whenever  she 
takes  leave  from  her  job  at  an  assembly  plant. 
Her  sick  pay  is  $2.26  a  day  —  not  enough  to  feed 
her  two  sons. 

Many  Mexican  workers  with  U.  S.  companies  cannot 
qualify  for  government  housing  credits  and  instead 
scavenge  cardboard  and  trash  to  build  homes.   To 
buy  a  low-income  house,  a  minimum  wage  earner 
would  have  to  work  2  00  years. 

We  have  heard  a  great  deal  of  talk  about  creating  jobs  such 
as  building  factories  and  selling  machine  tools  to  Mexico. 

Think  it  through.   These  are  one-time  jobs.   Wouldn't  we  be 
better  to  have  the  factories  here,  employing  people  for 
several  decades  rather  than  having  one-time  jobs  building 
factories? 

The  NAFTA  Agreement  was  created  before  President  Clinton 
took  office.   Our  new  President  and  his  chief  Trade 
Negotiator's  challenge  is  to  finalize  the  NAFTA  Agreement 
that  was  presented  to  them  when  they  took  office. 

As  I  understand  it,  the  Congress  is  not  allowed  to  make 
changes  to  the  Agreement,  and  can  only  make  an  up  or  down 
vote.   I  am  confident  that  both  the  President  and  Mr.  Kantor 
will  work  to  assure  that  the  Agreement  is  fair  and  that  the 
interests  of  the  American  people  are  protected.   This  has 
not  been  our  pattern  as  a  country  in  the  past,  and  has 
resulted  in  significant  damage  to  both  our  country  and  its 
people. 

The  core  question  is  how  do  we  work  out  the  problems  that 

are  fundamentally  driven  by  a  huge  gap  in  pay.   Obviously, 

we  cannot  implode  our  job  base  and  tax  base  at  this  critical 
moment . 

We  can  either  delay  the  NAFTA  agreement  or  ratify 
it  and  try  to  work  out  these  problems  with 
supplemental  agreements. 

We  lose  all  leverage  once  we  have  ratified  the  agreement. 
In  all  probability  these  basic  problems  will  never  be 
satisfactorily  resolved,  and  will  create  stress  between  our 
countries. 

I  realize  that  this  approach  is  not  what  Mexico  would  like. 
Mexico  is  our  friend.   President  Salinas  has  done  a 
brilliant  job  in  rebuilding  the  country.   We  must  continue 
to  work  closely  with  Mexico. 


99 


In  doing  so,  we  must  be  particularly  sensitive  not  to  impact 
Mexico's  sovereignty. 

A  number  of  items  currently  being  considered  to  be  included 
in  the  supplemental  agreements  would  be  very  unattractive  to 
Mexico  and  should  be  avoided. 

1)  For  example,  one  proposal  to  monitor  Mexico's 
elections  would  create  great  stress  between  our 
countries. 

2)  Mexico  has  accurately  pointed  out  that  we  are 
trying  to  subject  them  to  much  more  scrutiny  than 
our  other  trading  partners. 

3)  President  Salinas  has  warned  that  this  current 
debate  could  damage  U.S. /Mexico  relationships  if 
our  discussions  do  not  respect  Mexico's 
accomplishments  and  intelligence. 

He  is  right. 

4)  Some  of  our  environmental  demands  include  a 
trilaterial  commission  to  inspect  and  make  sure 
environmental  standards  are  met.   This  will  be 
offensive  to  Mexico. 

President  Salinas  has  promised  the  Mexican  people  that  the 
sovereignty  of  the  country  will  not  be  damaged  in  any  way  by 
free  trade.   We  need  to  be  very  sensitive  to  this  issue. 

There  is  a  great  sense  of  urgency  in  Mexico  to  have  the 
treaty  ratified  and  put  in  effect  before  the  Mexican 
Presidential  elections  next  year.   All  of  these  concerns  by 
the  Mexican  government  and  its  leaders  are  legitimate. 

We  must  weigh  all  of  these  issues  and  determine  an 
appropriate  course  of  action.   The  fail  safe  course  of 
action  would  be  — 

To  respectfully  go  to  our  friends  in  Mexico 

Point  out  that  we  have  a  new  President  and  a  new 
government . 

Explain  that  we  need  time  to  carefully  analyze 
this  complex  agreement. 

Tell  them  candidly,  but  respectfully,  that  we  feel 
that  it  would  be  poor  strategy  to  ratify  the 
agreement  and  then  try  to  correct  its  deficiencies 
with  supplemental  agreements  which  may  or  may  not 
ever  materialize. 
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Openly  explain  the  problem  of  losing  wages  and 
taxes  in  our  country  at  this  critical  time. 

Form  a  task  force  and  intensively  work  together  to 
fashion  an  agreement  that  will  be  in  the  best 
interests  of  both  countries. 

Propose  a  multi-year  pilot  phase  to  allow  both 
countries  to  test  this  agreement  to  see  that  it 
works  as  planned. 

Have  provisions  in  the  agreement  that  allow  the 
agreement  to  be  altered  and  improved  based  on  the 
~tual  experience  of  this  pilot  program. 

Have  a  clear  understanding  that  either  nation  may 
decide  to  cancel  this  agreement,  if  in  its 
judgement,  the  pilot  program  is  not  successful. 

I  realize  that  my  testimony  here  will  not  be  welcome  by  many 
in  u.  S.  business,  and  our  friends  in  Mexico. 

Basically,  Mexico  has  some  of  the  least  costly  workers  in 
the  world.   Our  country  has  the  world's  most  productive  work 
force,  but  it  is  expensive.   Our  workers  will  lose,  because 
of  the  wage  difference. 

Our  country  will  also  incur  a  tremendous  loss  in  taxes  at  a 
time  when  we  need  a  growing  tax  base. 

Economic  models  have  been  developed  showing  that  this  is  a 
good  plan.   These  economic  models  make  a  number  of 
unrealistic  assumptions,  such  as  — 

Full  employment  assumption  —  anybody  losing  a  job 
immediately  gets  a  new  job. 

That  is  not  the  way  it  works. 

Just  look  at  the  1980's. 

In  summary  I  would  recommend  that  we  proceed  with  care  and 
work  out  the  treaty  to  our  mutual  satisfaction  before 
ratifying  it. 
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